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ABSTRACT

Navy medicine is currently in a state of change in the methods it employs to
report on ité stewardship over the budget authority’ it. annually receives and
executes. The Bureau of Medicine and Surgery (BUMED) is responsible for
accurately reporting on budget execution for Navy medicine. BUMED must
comply with financial reporting reform mandates from Congress and other federal
agencies, while simultaneously optimizing the use of its fman;:ial systems to
improve financial management processes. This thesis describes and examines the
effectiveness of budgetary fmancial reporting in Navy medicine. The thesis
investigates the Defense Finance and Accounting Service (DFAS) and BUMED
accounting systems that produce ‘the ﬁhanciai reports, and additionally evaluates
the BUMED official accounting reports that roll up into Department of the Navy
(DoN) and Department’of Defense (DoD) audited financial statements. Criteria
established in the Department of Defense Financial Management Regulation
(DoDFMR) and BUMED’s Command Evaluation Pfo‘gram (CE) are analyzed to
evaluate the effectiveness of the financial systems and reports. The analysis shows
that BUMED‘has made considerable strides in contributing to financial reporting
reforms vby increasing efficiencies of its systems‘ through consolidation and
integration. Additionally, BUMED has complied with financial management

reporting guidance set forth by federal regulatory agencies.
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I. INTRODUCTION

A. BACKGROUND

1. Federal Financial Management Reform

The federal government has recently recognized the need to improve many
of its financial management procesSes. The identification of deficiencies in
financial 'reporting and business practices created the need for financial
management reforms within all federal agéricies. Some of the efforts toward
* reform deal directly with the preparation of financial statements while others focus
on the need to increase the effectiveness and efficiency of the utilization of
financial resources received. |

Steps toward financial mahagemenf reform began in 1990 with passage of
the'Chief Financial Officers (CFO) Act. The CFO Act called for federal agencies
to develop and maintain integrated accounting and financial management systems.
These systems were to include ﬁnanciai reporting capabilities aﬁd internal conﬁols
able to comply with 'éppropriate accounting principles and standards
commensurate with reqﬁirements éet forth by the Office of Management and
Budget (OMB). (Public Law 101-576)

| The Goverﬁment Performance and Results Act was enacted in 1993,

| chargiﬁg federal agencies with improving their operations, programs, 'and
management practices. Beginning in Fiscal Year (FY) 1999, each federal agency

is required to present annually to OMB a performance plan covering each program
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activity set forth in their budget. Additionally, each agency must submit to the
President and Congress its report on program performance for the previous fiscal
year by March 31 of the following year. (Public Law 103-62)
| Improving the effectiveness of financial management reporting within the

federal government was the goal of the Government Management Reform Act of
1994 (GMRA). It extended financial statement audit requirements of the CFO Act
agencies, requiring them to prepare and have audited their financial statements.
Federal agencies were required to submit audited financial statements by March 1,
1997, for FY96.

2. Navy Medicine's Role in Financial Management Reform

The role of the Office of the Assistant Secretary of Defense for Health
Affairs OASD (HA) in DoD's efforts toward reform and consolidation of financial
managerhent operations is to administer the Defense Medical Programs Activity
(DMPA) across the services. The focus of the DMPA is to support the planning,
programrhing, budgeting, execution, program review and évaluation of resources
of the Defense Unified Medicai Program across the military ser\}ices.
Additionally it is charged with oversight of the information systems needs of the
Military Health Services System.

Under the guidance of OASD (HA), the Bureau of Medicine and Surgery
(BUMED) .maintains oversight of the administration of financial management

operations for Navy Medicine. BUMED's responsibilities in supporting OASD



(HA) in achieving financial management reform are evident in its Office of
Resource Management/Comptroller mission statement. The primary mission of
the Office of Resource Management/Comptroller, BUMED is
[t]o formulate principles and policies and prescribe procedures and
systems which will exercise effective control over the financial
operations of the BUMED claimancy. To justify and ensure
optimum use of resources for the efficient delivery of health care.
To develop and maintain an integrated fiduciary system for Chief,
BUMED, that is both accurate and responsive to the Office of the
Chief of Naval Operations (OPNAV), The Navy Comptroller

(NAVCOMPT), Office of the Secretary of Defense (OSD), Office of
Management and Budget (OMB), and Congress. (BUMED 1998)

In attempting to carry out this mission, BUMED strives to overcome the
same entrenched financial management difficulties and deficiencies faced by other

~ federal agencies.

This thesis investigates the evolution of budgetary financial accounting and
reporting in Navy Medicine, and discusses the stratégies currently employed to
conform to recent governmental mandates es‘tablishe&l in the early 1990s designed
‘to improve financial management practices. The effectiveness of these strategies

and the degree to which Navy Medicine contributes to financial management

reform as a result is explored.




B. STATEMENT OF THE PROBLEM

DoD has maintained decentralized financial operations since being formed
in .1947 . This mode of operation created the benefit of promoting high
effectiveness and initiative across the military departments as well as within its
other organizational components. A major shortcoming to this decentralized
approach to operations, however, was that the various components managed their
own budget, finance, and accounting systems. This resulted in the various entities
- within DoD developing differing processes and business practices; each focusing
on their specific mission with no appreciation for the need for compatibility wi‘;h
other DoD operations. As defense missions increased in their complexity,
interagency interaction increased, creating the need for system compatibility and
standardization. Instead of revising its orgénizationallstmcture or standardizing its
many systems, DoD became even moré complex in its business practices as it tried
to link its many systems. The intricate nature of the various financial systems
became problematic as the existing systems and available personnel could not
meet the increased demands placed on them. Addiﬁg to the problem was the built-
in inefficiency of having diverse organizations perform similar functions on
myriad divergent financial systems.

‘DoD initiated its move away from a decentralized approacﬁ to financial
management operations in 1994 by consolidating the efforts employed by its
Defense Finance and Accounting Servicg (DFAS). DFAS field installations were

4



reduced in ﬂumber from over 330 down to five centers and 21 branch operating
locations. This action streamlined DoD accounting processes by eliminating
redundancy and increasing the speed of operations. The goals of consolidation
were to provide improved customer service to DoD customers, increase
productivity, and strengthen financial management support to DoD decision-
makers.

This chapter acquaints the reader with budgetary financial .accounting and
reporting within DoD and Navy Medicine. The first section provides a description
of these budgetary financial accounﬁng and reporting practices. The next portion
of the chapter sets forth the research questions to be addressed in the thesis. The
next part of the chapter describes the research methodology employed. The fourth
section addresses the thesis'. scope and limitations. | The chapter's concluéioﬁ

provides the structure of the succeeding chapters. .

C. BUDGETARY FINANCIAL ACCOUNTING AND REPORTING
}Budgetary financial accounﬁng in DoD is designed to track and
continuously report on the state of budget authority the agency receives. In
addition to reporting appropriations 'b)'/ category or other budget authority, it
allows for the analysis of budget authority execution. In doihg so it equips
management with the capability to observe the status of budget authority and to

ascertain the possibility of an over-obligation of funds. Like all agencies of the



federal government, DoD is required to maintain fiduciary responsibility for the
financial resources it receives as a result of the congressional budget process.

The defense budget process begins with the Executive Branch's annual
defense budget request. In the case of defense spending, the request is drafted
primarily by DoD, but it is officially submitted to Congress by the President
through the OMB. Congress then acts upon the budget submission. Annual
authorization acts authorize specific programs. Congress grants funds for defense
programs principzily by appropriating funds in annual appropriations acts.
Included are the Department of Defense Appropriations Act, the Military
Construction Appropriations Act, and other appropriations laws. The final series
of steps in the budget process is budget execution. Congressional appropriation
action for defense programs establishés budget authority for govemrhent agencies.
The Anti-'Deﬁciency Act howe\.Ier prbhibits égencies from both spending funds
over the amount of budget authoﬁty appropriated, as well as creating obligations
of funds for purposes othéf than those for which funds were intended. (DoDFMR
Vol. 14, Chapter 10) |

Budgetarsz financial accdunting is the primary tool used in tracking and
reporting on the execution of obligation of budget authority by fund administrating '

activities throughout DoD.




D. RESEARCH QUESTIONS

The research questions that were analyzed and evaluated in completing this

thesis are as follows:

1.

Primary Research Question

What is the historical evolution and the current state of budgetary financial

accounting and reporting in Navy medicine, and how are Navy medicine’s

financial management reporting practices evaluated?

2.

Subsidiary Research Questions

What events occurred in the evolution of governmental financial
management that sparked the need for Navy medicine to reform
financial accounting and reporting practices?

What are the models, principles, standards, information systems and
structure that make up the current state of budgetary financial
accounting and reporting in Navy medicine?

How do internal accounting initiatives such as the Medical Expense
Performance Reporting System (MEPRS), the Composite Health
Care System (CHCS), and the Summarized Medical Analysis
Resource Tool (SMART) contribute to effective budgetary financial

reporting?

What areas of Navy Medicine's financial management framework
can be improved to support DoD accounting reform efforts?

E. METHODOLOGY

The research was conducted in several phases. Past budgetary financial

accounting and reporting practices in DoD were examined to gain a historical

perspective of management practices. This was accomplished using current




literature as | well as canceled instructions and directives, and cost accounting
system reports internal to BUMED. DoD and BUMED regulations were also
included in the sources of research, as were Naval Posltgraduate School financial
management texts, federal budgeting articles, and prior student theses.

Interviews with management personnel of OASD (HA), BUMED, and field
comptrollers were conducted as well to gain insights into the different perspectives
of the evolution of budgetary financial accounting practices within DoD and Navy
medicine.

Additionally, visits to the office of the Director of Resources, Health
Service Support Office (HSO) San Diego were essential in evaluating the current
accounting and reporting practices resulting from new federal guidelines.
Telephone iﬁtewiews were conducted with representati%/es of the following: o

. Office of Assistant Secretary of Defense Health Affairs (Resources
Management Division)

. Bureau of Medicine and Surgery (Accounting Division)

. Bureau of Medicine and Surgery (Progress Reports and Statistics
Division) -

Existing financial reports applied to DoD and Navy Medicine budgetary
accounting are included to provide examples of typical reports reviewed.
BUMED provided the financial reports contained in this thesis. The final part of
the thesis is concerned with evaluating the effectiveness of recent changes in

accounting and reporting, and to determine how well Navy medicine supports
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DoD attempts at reform. The purpose of this research was to evaluate how well
the current state of budgetary financial accounting practices in Navy medicine
conformed to and assisted in recent DoD efforts to imi)rove its financial
management programs. It was beyond the thesis' scope and limitations to explain
fully all aspects of financial accounting and reporting. Accordingly, the objective
\&as to provide an aggregate, systematic view of changes to budgetary financial
reporting in the DoD and Navy medicine. This thesis closes by furnishing a

succinct response to the research questions.

F. SCOPE AND LIMITATIONS

DoD accounting transactions are simultaneously recorded on an accrual and
- budgetary basis. Under the accrual method,"revenue; are recognized when they
are earned and expenses are recognized when a liability has been incurred,
regardless of when the actual receipt or payment of cash occurs. Budgetary
accounting is achieved through the use of unique general ledgef accounts which
promote DoD's compliance with legal and internal control requirements connected
wifh the use of federal funds. The principle goal of this thesis is to examine the
current status of budgetary financial accounting and reporting in Navy medicine,
and to determine its effectiveness as it relates to DoD reform efforts. As such, the
scope of the financial data contained ﬁerein is limited as it applies exclusively to
the Office of the Secretary of Defense, Office of the Assistant Secretary of

- Defense for Health Affairs and BUMED. The financial management reports

9



contained in the thesis are provided as a direct result of accounting transactions of

the fixed medical and dental treatment facilities of BUMED.

G. ORGANIZATION OF THE THESIS

The thesis consists of six chapters. Chapter I covers the statement of the
problem, background, a definition of budgetary financial accounting and reporting,
research qgestions, methods of analysis and the scope and limitations of the thesis.
Chapter II focuses on the DoD/Navy medicine financial reporting model. It
discusses the various standards that govern the stewardship of financial resources
within federal government entities and identifies the structure of the DoD financial
organization. Chapter II additionally explains. the accounting cycle and the
accounting principles and analytical techniques affixed to it. Chapter III acquaints
the reader with the information systems used in DoD/Navy medicine to
accomplish budgetary financial accounting and reporting. Chapter IV discusses
budgetary financial reporting and discusses the primary reports used. Chapter V
', provides analysis of current budgetary financial reporting in Navy medicine. The
objective is to compare differences between past and current practices and
evaluate the effectiveness of the current state of budgetary financial reﬁorting in
Navy medicine. Chapter VI summarizes the results and conéludes with

recommendations.

10



II. DOD/BUMED FINANCIAL REPORTING MODEL

A. INTRODUCTION

Chapter I inuoauced this thesis by providing background information on
the inherent problems that have led to the need for financial reform across federal
agencies. It discussed the roles currently played by OASD (HA) and BUMED in
budgetary financial reporting reform as DoD financial management processes turn
away from a hlstoncally decentralized approach to operations. It also descrlbed a
working definition of budgetary financial reporting, and provided the research
questions to be answered. Thip chapter will expand upon that foundation and
describe DoD/Navy medicine's financial reporting model and general flow of
funds. It will describe the various regulatory agencies that give-guidance for. the
financial management systems of the federal government as well as describe their |
governing standards. This chapter will also provide the reader with an
understanding of basic ﬁJnding structures that provide Navy medicine with its
appropriated funds. Finally, if will describe- the accounting principles and

analytical techniques employed by the users of financial reports.

B. REGULATORY AGENCIES

The issuance of regulations and guidance for financial management
systems of the federal government is the responsibility of sevéral agencies and
organizations. The organizations and the program principally responsible for

setting the course of financial management in the federal government are OMB,
11 '




Department of the Treasury, General Accounting Office (GAO), Joint Financial
Management Improvement Program (JFMIP), and Federal Accounting Standards
Advisory Board (FASAB). (DFAS Home Page) |

The OMB develops and coordinates financial management procedures and
program objectives across federal departments and agencies. It also defines the
reporting requirements for governmental financial statements. Additionally, the
OMB publishes éccounting standards for the federal government related to the
financial management systems and operations, based. upon recommendations
received from the FASAB. Federal agenéies must then comply with the various
circulars and bulletins issued by OMB which are considered to be the established
regulétions.

The Treasury can also publish fiscal policies aﬂd regulations, and does so in
" the form of its Treasury Financial Manual (TFM). These policies and
requirements are developed by the Treasury's Financial Management Service
(FMS). The TFM also provides accounting and reporting guidance. In addition to
furnishing accounting and reporting guidance, other Tfeasury functions include
instructions on payroll, disbursing and collection processes.

The GAO has statutory authority and responsibility for establishing
accounting principles for federal aéencies as stated in Title 2 of its Policy and
Procedures Manual for Guidance of Federal Agencies. It establishes accounting

standards and sets forth rules for federal management systems and the internal

12




contro] standards of the Comptroller General. Historically, however, it has served
primarily as an audit organization, devoting relatively little attention to its
standard-setting responsibilities.
The General Accounting Office acts as the investigative arm of the
Congress. Charged with examining matters relating to the receipt
and disbursement of public funds, GAO performs audits and
evaluations of Government programs and activities. (GAO

Homepage)

Financial reporting in comprehensive financial statements was

. comparatively rare in financial agencies until in 1990, when the GAO, Department

of Treasury, and OMB came together to jointly create the Federal Accounting
Standards Advisory Board (FASAB). The FASAB's chief role is to propose
standards of financial accounting and -reporting for federgl agencies. Its
establishment and subsequent efforts have brovided th.e' federal government with a
comprehensive body of accounting Aprinciples that are considered ‘generally
accepted. Once the Board's sponsors adopt standards, OMB then publisheslthe
recommended accounting stgndards. OMB, the Department of the Treasury, aﬁd
GAO subsequently accept these standards. FASAB has contributed eight
recommendations since 1990. As of September 1997 these recommendations have
been accepted and have become the Statements of Federal Financial Accounting
Standards (SFFAS).

The establishment of the JFMIP was the result of another cooperative

effort. OMB, the Treasury, GAO, and Office of Personnel Management formed

13



the JFMIP with the overall goal of ensuring improvement of the financial
management practices within the federal government.
The overall objectives of the JFMIP are to encourage and promote
the sharing and exchanging of information concerning good
financial policies, practices, and techniques throughout government,
and to improve financial management throughout the government,
and thereby contribute significantly to the effective and efficient

planning and operation of go: ernment programs. (DoDFMR Vol. ],
Ch5) ,

To this end the JFMIP has published several publications that set forth an .
appropriate framework, philosophy, and regulations for various diverse financial

management systems.

C. GOVERNING STANDARDS

Four major congressional laws passed during the 1990s focused on the
requirement of federal agencies to improve their financial management operations,
systems, and internal controls. They are as follows: a) the CFO Act of 1990; b)
the Government Performance and Results Act of 1993; c¢) the Government .
Management Reform Act of 1994 and; d) the Federal Financial Managemen't Act
of 1996. (DFAS Home Page) Although all federal agencies are cdncemed with
complying with these laws in financial management, the primary focus for entities
within DoD for appropriation law is the DoD Instruction 7000.14, Financial
Management Regulation (DoDFMR), as it incorporates all applicable statutes.

It governs financial management by establishing and enforcing

requirements, principles, standards, systems, procedures, and
practices necessary to comply with financial management statutory
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and regulatory re'quirements applicable to the Department of
Defense.

The DoDFMR provides Navy medicine with the policy, regulations, and
procedures within fhe area of responsibility of the Comptroller, DoD. It governs
financial management by establishing and enforcing requirements; principles,
standards, procedures, and practices heeded to adhere to the financial managemént
statutory and regulatory requirements that apply to Navy medicine. It directs
ﬁnanciali management requiremeﬁts, systems and functions fér all appropriated,
non-appropriated, working capital, revolving and trust fund activities.
Additionally, it directs statutory and regulatory financial reporting requirements.
Navy medicine has pubiished the Financial Resources Guide, NAVMED P-5020)
" and the Financial Manégement Handbook, (NAVSO 3006), which incorporate
DoDFMR financial manégement directives, as they apply to the budgetary

financial management operations unique to the delivery of health care.

D. BUDGET DISTRIBUTION AND EXECUTION
- 1. Budget Distribution: Funding Structure

Following the congressional enactment process, budget execution-begins.
After the President signs the Appropriations Bill into law, the first step in the
budget execution phase is implementing the Appropriations Act previously
enacted by Congress duriﬁg the enactment phase. | The U.S. Treasury

accomplishes implementation of the Appropriations Act through the issuance of an
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Appropriation Warrant. Appropriation Warrants note the appropriation symbols,
the amounts specified in the act, and identify any specific restrictions dictated by
Congress. The warrant makes appropriated federal funds accessible for
apportionment and allocation. OMB then apportions funds to the various federal
agencies including DoD. The Under Secretary of Defense (Comptroller) provides
budget authority to the financial managers of the different services for the purpose
of executing the budgets of specific programs. For the purposes 6f this thesis, the
budget authority apportioned to the OASD (HA) will be studied. The budget
authority that OASD (HA) receives is used to execute the Defense Health Plan
(DHP) in aggregate across the sérvices. BUMED receives Navy medicine
allocations from OASD (HA), 'and sub-allocates budget authority to its sub-
claimants (Health Service Support Offices HSOs), and to the Mo major teaching
hospitals at San Diego, California and Portsmouth, Virginia. The ﬁnal.major step
in the allocation process takes place when the funds are passed down from the
HSO's to the fund administrating activities (i.e., Medical Treatment Facilities
(MTFs). Managers of .ﬁnanciél resources at each fund administering activity
typically provide allowances of budget authority from their operating budgets.
Allowances are often issued to cost centers to allow them to carry out operations |
_ of the fund édministering activity. The allowance normally does not charge the
recipient with the Anti-deficiency Act liability discussed in Chapter I, and is only

thought of as an administrative rather than a legal limitation. Technically, the
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Navy's operating target (OPTAR) is synonymous with the term allowance. The
commanding officers and comptrollers of fund administering activities are the
only two individuals charged with Anti-deficiency liability at the activity level.

The Appropriation Funding Structure is illustrated in Figure 2.1.

Appropriations Bill
. q .
Congress Signs into law|  President
Appropriations Warrant
<7
OMB Treasury
Receives Apportionment
| DoD
]
Receives Apportionment . ASD (HA)
' |
Receives Operating Budget Major Claimant e.g., BUMED
Receives Operating Budget -+ Sub-Claimant e.g., HSOs
Receives Operating Budget Fund Administrating Activity e.g., MTFs

I
Cost Center

Receives Operating Budget e.g., MTF Departments

Figure 2.1. Appropriation Funding Structure
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2. Budget Execution: Transaction Cycle

a. | Accounting Principles

Accounting principles dictate that the field level comply with all
statutory requirements and administrative regulations discussed earlier. These
requirements are the driving force behind financial management reforms. but
reform is not the only reason for their existence. The financial data that are
gathered must be viewed as a source of information that will assist in improving
the efficiency | of the use of resources. Therefore the accounting principles
engaged in within Navy medicine are not only employed as a means to document
the proper use of allocated resources, but also for providing the data in a way that
streamlines the process of managing avallable funds properly. Budget execution
occurs as appropriated funds are spent. Executlon follows a four step process as:
1) goods or services are requested and a commitment is made; 2) orders are placed-
and obligations are. acknowledged; 3) goods are received and expenses are
recorded, and; 4) payment occurs and expenditures are made.

| b. . Request/Commitment |

The typical accounting transaction cycle starts with a request forl
materials or services. An order is placed by the end-user on a request form for the
item. The request form is usually a standardized requisition or locally developed
purchasing document which identifies the requesting activity, the nomenclature of

the item, and the estimated cost.
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The request is prepared with accompanying accounting data.
Accounting data contain the appropriate document number and job order number,
(critical elements for the purpose of accurate cost accounting). The transaction for
the request is then recorded into the memorandum accounting records maintained
at the cost center before being sent to the comptroller office. Once the comptroller
receives the purchase requisition, a commitment is entered into the official
accounting - system (Standard Accounting and Reporting System - Field
Level/STARS-FL). A commitment is merely the administrative reservation of
funds for the activity once a firm réquest for procurement has been established.
The act of entering into a commitment is to reserve funds for future obligations.

c ‘Orders/Obligation

After the appropriate number of copies hﬁve been made and propérly
distributed, the original request is forwarded to the contracting office for purchase
of the item.

Once the order has been placed for the item by the contracting
office, an obligation is entered into STARS-FL. 'An obligation is a legal
reservation of funds or a liability to make a payment in the future. When the
obligation has been posted in STARS-FL an account payable and an undelivered
order are both automatically created in the official accounting system, and the

uncommitted/unobligated balance of budget authority is reduced by the amount of

the transaction.




d. Receipt/Expense

Once the material is received and inspected by the activity's Material
Management personnel, the receipt document is signed ensuring all purchase
requirements are met, and forwarded to the comptroller's office, where it is
immediately expensed in STARS-FL.

e Payment/Expenditure

When the activity receives the invoice for payment from the vendor,
it is certified and forwarded to DFAS for payment. At this point DFAS records
the expenditure, and the account payable is changed to an expenditure and the
undelivered order is erased. Expenditure data are forwarded by DFAS to the
Centralized Expenditure and Reimbursement Processing System (CERPS) for
reporting to BUMED, OASD (HA), aﬁd the Treasury. The accountiﬁg transaction
cycle is, fherefore, a relatively @comblicated sequence of events used to record
commitments, obligations and the. expenditure of funds.

3.  Overview of Analytical Techniques
The process of budgetafy financial accounting and reporting allows OASD

(HA) ﬁnanpial rﬁanagers to track budget execution by comparing DHP financial
obligation plans with actual obligations. The obligation plans are initially input
into the financial system at the beginning of each fiscal year. After the major
claimants receive and distribute budget authority down the chain of command,

budget execution occurs. Obligations are rolled up from the cost center level,
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tabulated, and provided to OASD (HA) and BUMED monthly from the Defense
Finance and Accounting Service (DFAS).

Financial managers in Navy medicine can easily anélyze and compare
planned and executed obligations through the proper employment of cost
accounting schemes.

A detailed look into the various analytical techniques employed within
BUMED will be discussed in Chapter V of this thesis. Cost accounting schemes
employ either obligation accounting or accrual accounti_ﬁg \}alues and categorize
these values into distinct groups. These gfoups show costs by their location and

purpose. The locational framework provides information as to who or what

organization within a field level activity was involved in spending the provided.

resources. In addition to showing costs by location and purpose, cost accounting

- systems distribute costs to identify the different purposes for which resources were

employed. Costs therefore are accumulated by the various functions within an
activity. These functions could include areas such as public works, supply,
administration etc. Costs are also accumulated in terﬁs of what was bought or
consumed with the resources. Examples of this would include resources used to
purchase consumable supplies, travel, labor, etc. In short, cost accounting deals
with costs incurred in terms of whellre,‘ at the field level, costs were accumulated

and for what specific purpose.
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4. Job Order Accounting Structure

The job order accounting structure serves as the foundation for the way
costs accrue within Navy medicine. The job order cost system is a precise cost
accounting tool used to promote the proper recording and classification of costs.
Costs are classified and accumulated through the proper assignment and use of job -
order numbers. If properly created at the beginning of the fiscal year, each job
order will ‘be related to a specific category into which costs will be classified. Job
order numbers are structured to providé information as to who has spent funds and
for what purpose. They provide details at the Sub-Activity Group (SAG),
Functional/Sub-Functional Category (S/SFC) and Cost Account Code (CAC)
levels. Before each fiscal year begins a job ofdef number dictionary for the
activity is constructed to capture the costs that wiH be incufred during the
upcoming year. When constructing a typical job order number accounting

classification codes (ACCs) are used to provide for a uniform system that will

. accumulate and report accounting information related to the field level activity.

Once constructed, the job order number dictionary is entered into the Standard
Accounting and Retrieval System (STARS-FL) to accept the data that will tell the
story for each field activity.

At the OASD (HA) and BUMED levels, service unique DFAS data are
“cross-walked” into a standard DHP object class format so that accumulated

obligations can easily be compared and analyzed by DHP resource managers. An
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object classification enables the users of financial statements to identify the
transactions of tﬁe entity by the nature of the goods or services they purchase.
These classifications are not agency specific nor do they identify the purpose of
the programs for which they were used, but they do contribute to OASD (HA) and

BUMED's ability to readily analyze budget execution at their respective levels.
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III. INFORMATION SYSTEMS

A. INTRODUCTION

Chapter II provided an overview of the context in which Navy medicine’s
financial reporting occurs. It described the flow of funds; how budget authority is
received, obligated and expended within that framework. The regulatory agencies
that furnish guidance for the federal government’s financial management systems
and a description of their goverﬁing standards were discussed. This chapter will
include a detailed 1ook at the key systems that are utilized within Navy medicine
to accomplish financial budgetary accounting and reporting, and allow
management to optimize the resources employed in health care delivery.

As stated in Chapter I, DoD has been undertaking significant financial
management reform practices over the last six years. Starting by assigning
responsibility for finance and accounting functions to a single agen.cy (DFAS) in
1990, DoD made additional strides to improve its processes by condensing
operations down to fewer sites, redlicing its workforce, and maintaining fewer
automated systems required to perform its finance and accounting mission. This
chapter will discuss some of the key Information Technology (IT) programs
employed by BUMED and the reports they produce that affect managerial
decision rhaking during the budgetary financial accounting process. As financial
systems migrate from aged legacy systems, the aim of BUMED is to increase

financial management discipline and control, comply with congressional mandates
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and head-off potential system hazards caused by the Year 2,000-problem (Y2K).
In implementing new IT policies, BUMED has worked to improve agéd legacy
systems and to merge many of its functions to streamline the management of

resources in the midst of extensive organization upheaval and change.

B. FIELD LEVEL (MTF) OFFICIAL REPORTING
RESPONSIBILITIES

.The.(')rganizations involved in field level accounting include the MTF; the
DFAS Operating Locations (OPLOCs); DFAS, Cleveland, Ohio; the HSOs (sub-
Claimants) and BUMED the major claimant. The MTFs provide financial
information to the OPLOCs electronically via the STARS-FL accounting system.
The OPLOC:s are responsible for processing the financial information input at the
MTFs. The financial accounting transéctions input into the STARS-FL system at
the MTFs are reported directly by the OPLOCs to the major claimant BUMED.
The major claimant’s résponsibility is to ensure that the appropriate information is
provided to DFAS Cleveland for further reporting to higher authority.

STARS-FL is the IT System‘ that provides DoD activities with the final
output in the form of official accounting reports. Once MTFs report daily
transactions {/ia STARS to the OPLOCs, the OPLOCs, in turn, and on a monthly
basis, provide the ofﬁéial governmental accounting reports. The Trial Balance
Report, the Expense Element Report, and the Standard General Ledger are

reported to the shore activity, the Health Service Support Offices, and BUMED as
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part of the official budgetary financial accounting process. All three reports will

be discussed in detail in Chapter I'V.

C. | BUMED INFORMATION SYSTEMS
In governmental budgetary financial accounting, the status of budget
authority is tracked and reported during budget execution. During this process,
reporting occurs by appropriation as well as by the various categories within
appropriations. The objective at the MTF level is to effectively and efficiently
+ control appropriation spending while carrying out each specific program. As
funds are expended according to budgetary objectives, they are tracked aﬁd
reported to all responsible parties in the fund’s financial chain of command. This
section discusses the IT systems BUMED uses to provide healthcare managers and
providers with the latest budgetary inf;)rmation ;Vailable in the course of
managing healthcare resources, and paﬁent services. The systems are designed to
capture essential financial, workload, and manpower resource data, to analyze and
report on current trends in program operations throughout the BUMED claimancy.
The Naval Medical Information -management ‘Center (NMIMC) maintains
oversight over the systems that manage, track and distribute the Bureau’s clinical
and operational resources.
1. STARS-FL
The Standard Accounting and Reporting System/Field Level is the pre-

dominant accounting systems used throughout Navy medicine for official
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‘budgetary financial accounting and reporting. The chief accounting reports
generated from accounting transactions into STARS-FL include the Trial Balance
Report (NC 2199), the Expense Element Report (NC 2171), and the Standard
General Ledger. These official reports are used extensively by financial managers
within the BUMED chain of command to track the status of budget authority.
These official accounting reports are used to determine both Anti-deficiency Act
and Misappropriation Act compliance. STARS-FL also produces reports that do,
not carry Anti-deficiency or Misappropriation Act statutory liability. These
reports such as the Uniform Management Report (UMR) and the Cost Center
Expenditure Report are provided as management tools to enhance MTF
operations. (The UMR is used extensively throughout Navy meflicine and will be
discussed in detail in this chapter.) In efforts to streamline the financial
managerhent process, BUMED has undertaken many automated information
system reform initiatives throughout the last decade. The resource management IT
systems fhat have been created as a result of these inifiatives either interface
directly with' STARS-FL, or are inteérated with other systems that do.

2. MEPRS

“The purpose of the Medical Expense and Performance Reporting System
for DoD Medical Operations is to provide a uniform healthcare cost management

system for the Department of Defense.” (DoD Instruction 6010.13) The MEPRS
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concept combines the tracking of both manpower resources and financial expenses
to create efficiencies in resource utilization.

Congress, in the mid-1970s, wanted to be capable of comparing the medical
manpower needs across the military services, so it urged DoD leadership to
develop and utilize uniform standards to enable it to better determine medical
manpower requirements. In the early 1980s, OASD (HA) worked with pertinent
DoD medical manpower specialists to develop and implement a Uniform
Standards Management (USM) system to better manage its human resources.
Additionally, OASD (HA) and comptrollers of the Military Services’ major
claimants_ developed a Uniform Chart of Accounts (UCA) to better track expenses
incurred within military healthcare facilities. Inefficiencies occurred operating the
two systems separately, and made ciear the need to merge the déta capturing
functions. | |

Under the direction of 'OASD (HA) and in conjunction with tri-Service
manpower and comptroliér personnel, preparation began to merge the two
syétems. In the fall of 1985 thé merger was completed. “Today, MEPRS provides
specific, uniforﬁ performance indicators common expense classifications by work
centers, and a cost assignment methodology.” (DoD Instruction 6010.13)
MEPRS is standardized among MTFs DoD-wide. Used within Navy medicine,

MTF management personnel view MEPRS as a critical financial management tool
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used to evaluate managed care alternatives by providing ample expense,

manpower and workload data across work centers within each facility.

3.

EAS IV

The Expense Assignment System IV is an IT management mechanism that

interfaces with, and allows the MEPRS to provide standardized workload,

expense, and manpower data reports for each MTF. It provides MTF commanders

with an expansive array of resource management activities to include a Product

Line Costing (PLC) feature. This IT tool allows MEPRS to accurately determine

workload, and manpower expenses down to the cost center level as well as at

product levels. EAS IV creates MEPRS reports that contain sufficient cost detail

to allow managemernt to:

4.

Evaluate maﬁaged care options;

Determine fixed and variable costs;

Calculate marginal costs for health care services;
Strengthen third party reimbursement efforts; and:

Help to analyze variations in péttems of treatment fegimes among health
care providers. INMIMC EAS IV Project Web Page)

CHCS

The Composite Health Care System is a patient and facility management

data communications tool that encompasses the functions of six previously utilized

automated information systems within DoD MTFs. CHCS integrates the data

collection process for myriad functions of health care delivery, to include patient
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care services and MTF administration. It provides world-wide automated medical
information support to all MTFs in supplying comprehensive, health caré services
to uniformed service personnel, their family members and retired beneficiaries.
CHCS is a system that deploys medical data processing that assists health care
providers and administrators in the management and delivery of the continuum of
care. Healthcare delivery costs are accumulated in CHCS through the use of
modules.

CHCS modules include: patient registration, admission, disposition,

and transfer, inpatient activity —documentation, outpatient

administrative data, appointment scheduling and coordination

(clinics, providers, nurses, and patients), laboratory orders

(verifies/processes), drug and lab test interaction, quality control and

test reports, radiology orders (verifies/processes), radiology test

result identification, ~ medication order processing

(inpatient/outpatient), medicine inventory, inpatient diet orders,

patient nutritional status data, clinical dietetics administration,

nursing, order-entry, eligibility verification, provider registration,
and the Coordinated Care Program. (CHCS homepage)

5. TPOCS

The Third Party Outpatient Collection System is a module incorpprated
within CHCS and serves as an improvement in techﬁology that enhances both
inpatient and outpatient care. It is the means by which MTFs identify, record, bill,
and collect for the costs incurred from providing inpatient and outpatient care.
“All medical treatment facilities must implement an aggressive program to ensure

that an effective mechanism is in place for identifying, recording, billing and
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collecting reasonable costs for inpatient and outpatient care”. (BUMEDNOTE
7300 of 29 January 1992)

6. DCPS

As recently as 1997, Navy medicine has incorporated the Defense Civilian
Pay System to carry out the payroll function of its government civilian employee
workforce. DCPS is now the standard civilian pay system used throughout DoD.
Until DCPS was adopted by Navy medicine, all financial transactions for the
civilian payroll function were entered manually by MTF accounting technicians
directly into STARS-FL. DCPS now streamlines the pay function by maintaining
the records of all DoD civilian employees with respect to accrued pay and leave,
withholdings, time and attendance, and other civilian personnel data. By
implementing DCPS throughout Dof), DFAS has been allowed toleliminate 26
payroll sy'stems and close 349 péyroll bfﬁces. As of May 1998, all DoD civilian
employees are paid by functions >of the system. DFAS services these employees
who are currently paid By three DFAS payroll offices supporting the system.
Tﬁese offices are located in Dénver, Colorado, Pensacola, Florida, and Charleston,
South Caro'lina.' MTFs must now only maintain civilian employee Customer
Service Representatives (CSRs) who are responsible for timekeeping entries into -
the system and for providing customer services for the civilian workforce. All
other functions are accomplished at the three payroll offices. Multiple accounting

systems interface with DCPS through the receipt of one, or a combination of |
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various, standard accounﬁng interface files. Once interface files are created, they
are then electronically transmitted to the appropriate agency level or departmental
accounting system. Civilian payroll accruals for Navy medicine are transmitted
into STARS-FL and reflected in the official accounting records. (DFAS
Webpage)

7. SPMS

The Standard Personnel Management System is a BUMED on-line menu
driven program that provides critical manpower, education and training,
mobilization planning, and expense distribution support functions. It allows MTF
commanders and headquarters personnel to use automation to interact when
planning personnel functions in the areas of staffing, education and training,
mobilization, and expense distribution.

The system standardizes and automates data collection and

management in each of the five functional areas included in four

modules: Manpower, Education & Trainingg MML (MEPRS

Military Labor), MPAS (Medical Personnel Augmentation System).

These four modules are deployed to approximately 413 Navy

medical, dental, and non-medical treatment facilities, of which 76

are core (parent) commands. There are several versions of the MPAS
(Readiness) module. (NMIMC SPMS Web page)

SPMS also serves as the principal financial data input system to MEPRS
and the official Navy accounting system, STARS-FL. Through the use of this .
multi-user-networked appliéation, BUMED enjoys quick and efficient information

processing times. Because of delays incurred in the deployment of the Defense




Medical Human Resources System (DMHRS), BUMED commands will continue
to employ usage of SPMS until ultimately replaced by DMHRS.

8. DMHRS

Serving as an upgrade to the SPMS, DMHRS will operate as a DoD-wide
migration system initiative that will function as a solitary, integrated management
tool linking key management areas of Navy medicine. Users of DMHRS will be
able to analyze trends in force readiness, personnel management; patient acuity
~ and workload management, labor cost assignment, scheduling, and training. “Once
established, DMHRS will operate in a networked client/server environment at
designated DoD Military Health Sy;c,tem (MHS) Activities.” (DMHRS FD 2.2)
DMHRS is designed to reduce duplication of effort in data entry by interfacing
with assorted DoD and BUMED-unique systems. Predicted efﬁciencies realized
through the implementation of DMHRS include an improvement in the qﬁality and
timeliness of currently supplied data. Additionally, eliminating the duplicatidn of
efforts in data entry will lead to more cost-efficiencies in MHS daily operatiohs.
Ultimately, it is hoped that the plénned technology integration that DoD and Navy
medicine will enjoy once DHMRS is employed will achieve the attainment of
higher-quality clinical outcomes, reductions in health care delivery costs, and
improved ménagement processes. DHMRS will be the primary source for .the

input of financial data into MEPRS and STARS-FL once it supersedes SPMS.
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9. DEERS

DEERS is a congressionally mandated program designed to confirm
eligibility for medical benefits for family members of armed forces personnel.
Beneficiaries enroll into the DEERS system through a database maintained by a
mainframe that records family member information. Individuals are enrolled into
DEERS at U.S. Military ID Card issuing offices (Personnel Support Departments).

10. EIS

Maintained by BUMED, the Executive Informati_dn S.ystem furnishes both
precise and timely information for claimahcy executives, allowing them to make
significant decisions dealing with the distribution of the financial and human
- resources. The EIS system achieves this by keyipg in on established BUMED.
business functions previously identified as critical sﬁccess féctors for successful
- management of Navy health care delivery operations.” “The EIS incorporates the
standard performance measurements defined by BUMED, which will be used to
indicate successful resource allocation, as well as identifying probable areas for
resolution.” (EIS Project Web Page) |

The EIS also contains a Managed Care Query Application (MCQA) module
that illustrates itemized information relating to the health care benefits program
(TRICARE), Direct Care and Defeﬁse Eligibility Enrollment Reporting System
(DEERS) information by catchment area or MTF locale. EIS also provides

detailed information relating to budget planning and fund obligation by AG, SAG,
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and EoE, through the use of the Three-Year Obligation and Plan Status (TOPS)
module.
11. CEIS
The Corporate Executive Information System (CEIS) was identified by the
OASD (HA) as a Tri-service system that will integrate available executive -
information support needs across the MHSS. The chief purpose of CEIS is to
provide accnrate and useful information to MTF commanders, Lead Agents, major
claimants and OASD (HA). In Septernber 1994, the OASD (HA) concluded MHS
Automated Information System (AIS) plan and submitted it for approval to the
Deputy Secretary of Defense. The plan revealed the selected legacy, migration,
and target systems, favored by the AIS Review Bonrd. This process identified
CEIS as one of the selected target systems. In October 1994, the Piincipal Deputy
Assistant Secretary of Defense for Health Affairs tnsked the Military Services’
Surgeons General with submitting proposals for the selection of an Executive
-Agent (EA) for the CEIS program. After review of the proposals, the Army Was
named as EA for the CEIS. The CEIS EA provides consistent management
information to decision-making executives at the MTF, claimancy, and OSD
levels. Key characteristics of CEIS are that it provides executive decision support
information across the entire‘ MHS. It does so by utilizing the data gathered from '
standardized systems listed above. It consolidates legacy systems into an

individual authoritative and consistent system source, thus improving the
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functionality, applicability and versatility of legacy systems. Until full
implementation takes place in December 1998, current legacy systems will remain

in place to ensure a smooth transition to CEIS. (NMIMC CEIS Project Web page)

D. BUMED GENERATED REPORTS

1. The Uniform Management Report (UMR)

The UMR is a report generated from STARS-FL that allows MTF financial
managers to compare its planned expenditures with actual budget execution. The
MTF’s civilian and military manpower costs, as well as the expenses incurred
from processing Wbrk units accrue and are reported. As transactions occur at the
field level they are entered into STARS-FL for the purposes of budggtary financial
accounting. Costs accrue to the various SAGs, F/SFCs, cost centers, sub-cost
centers cost account and expense element. This gives management a detailed
descriptién of the types of costs occurring in specific functional programs within
their activity. By reporting. this information, the UMR allows managers to judge
th‘e accuracy of the planned expenses’for various programs, and to identify areaé of
cost overruns and potential causes of Anti-deﬁciencsf Act violations.

2. RUMR

The Redistributed Uniform Management Report brings together data
entered into STARS-FL at the field level, and formulates it into a user-friendly
setting. It is a simple to use, management search tool used to review costs,

workload and man-hours, at various levels of the field activity. It should be used
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together witﬁ other available reports and data to streamline management activity’s
finances. The data are then redistributed back to the field level activity managers
for review of budget execution. The RUMR Wiyll ‘be superseded by the
Summarized Medical Analysis Research Tool (SMART).

3. TOPS

The TRICARE Operational Performance Statement is a quarterly
measurement report used as a tool to analyze TRICARE management activities.
TOPS is used by BUMED executives to evaluate the performance of the Military
Health System relative to previouély stated goals in Military Health Services
strategic plan. (BUMED Home Page)

4. AWARE

A report generated by the EIS system, the Annua] Work and Resoﬁrce‘
Evaluation application is a primary componenf to Navy medicine’s overall
accounting system. Managed directly at th. claimancy headquarters by BUMED
Code 01, ‘AWARE provides population demographics, workload information, and
tracks the medical costs conﬂected to individual MTFs. AWARE is an essential
part of EIS, yet when EIS is upgraded to the Corporate Executive Information
System (CEIS), AWARE will not migrate. Rather, functionality will be recorded

in the SMART.. (NMIMC CEIS Project Web Page)
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5. SMART

The purpose of the Summarized Medical Analysis Research Tool is to
improve upon the management’s ability to track, evaluate and analyzing financial
resources. It provides advanced data retrieval and trending capabilities that are
aimed to enhance the study of business practices and peer group comparisons
within Navy medicine. SMART will allow for the examination of infrastructure -
costs at levels previously unavailable for analysis with RUMR‘. (Summarized
_ Medical Analysis Research Tool Manual)
Figure 3.1 illustrates how the various DFAS and BUMED systems are

integrated to produce financial reports for management analysis.

E. Y2K SYSTEMS MANAGEMENT ISSUES

The Y2K problem describes tth p1ossible.'worldwide malfunction of
information technology (IT) systemsl before, on, or after January 1, 2000. This
possibly catastrophic scenario exists because of the practice of IT system
programmers placing two digits, rather than four, to represent the year in computer
hardware, software, databases and microchips. Cc;mplications can arise if, in the
Y2K, systems are unable to distinguish between Y2K and the year 1900 when

processing information.
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Figure 3.1 Financial Systems Data Flow Summary

To prevent DoD IT systems from experiencing such problems, senior
DFAS management ha;s, made solving the Y2K problem a priority. Initiatives
dealing with Y2K issués began as early as 1991, stating that all DFAS systems
were to be within compliance by March 1999. To be Y2K compliant, DoD IT

system managers must ensure that
40




the information technology accurately processes date/time data
(including, but not limited to, calculating, comparing, and
sequencing) from, into, and between the twentieth and twenty-first
centuries, and the years 1999 and 2000 and leap year calculations, to
the extent that other information technology, used in combination
with the information technology being acquired, properly exchanges
date/time data with it (48 CFR Part 39.002).

On October 21, 1997, the Federal Acquisition Regulation (FAR)
established item XIV to increase awareness of Year 2000 procurement issues for
information systems. It was designed to ensure that information technology
products procured for use by the federal government after December 31, 1999} be
capable of successfully processing date related data into the 21% century. In
addition to ensuring that solicitations and contracts contain Year 2000 compliant
technology, it directs that currently employed non-compliant information
technology be upgraded to become complia_nt in a timely fashion.

The overall goal is to guarantee that no system is adversely affected by-
Y2K problems. One' of the major system level initiatives is contingency planning.
Contingency plans are being writteﬁ for all systems that are considered mission
critical aﬁd for those that feed a mission critical system. Contingency plans are
additionally being drafted to include core or core support business processes.

OASD (HA) created a Year 2000 Integrated Product Team (Y2K IPT),
whiqh is responsible for ensuring Y2K program success, strategically applied
guidance, program assessment, business area leadership, inter-business area

coordination, and issue resolution for issues or concerns elevated by sub-tier

41




Business Area Y2K IPTs. (OASD HA Web-page) The Y2K IPT will implement
a comprehensive plan of action across the services for finding and fixing Y2K
problems and testing by December 1998.

Within BUMED, the Naval Medical Information Management Center
(NMIMC) provides IT in support of Navy medicine’s commitment to the delivery
of quality patient care. NMIMC’s core mission is to develop, test, and disseminate
quality IT prioritiiing the enhancement of patient care. NMIMC’s answer to the
Y2K problem is the implementation of Project Tumblewéed. The project seeks to
obtain both a 100% inventory of all depldyed workstations (PC) and servers, as
well as to make a Y2K assessment for each. (NMIMC Project Tumbleweed Web

Page)

42



IV. BUDGETARY FINANCIAL REPORTS USED IN NAVY MEDICINE

A. INTRODUCTION

The flow of financial budget authority was discussed in Chapter II. The
discussion additionally explained accounting principles that occur during the
transaction cycle and revealed how budget authority is obligated aﬁd ultimately
reported within the financial management chain of command. Chapters II and III
alluded to the fact that both ‘.in-house’/unofﬁcial, and official statutory financial
reports are used by financial managers to track budget execution and analyze how
closely it mirrors the budgeted plan. This chapter will analyze the primary official
financial reports that are issued by the DI;“AS’ OPLOCS and scrutinized by
financial managers. This chapfer is broken down into two sections. The first
section will discuss the appropriations managed by Navy medicine, explain their
purposes, and summarize how budget execution for each one is reported. The
second section will explain and- interpret the actual budgetary financial accounting

reports used in Navy Medicine.

B. . APPROPRIATIONS

Chapfer II explained how the Navy receives its financial resources in the
form of appropriations approved by' Congress. Navy medicine primariiy conducts |
operations utilizing four congress'ioﬂal appropriations. '"'I‘his section of the chapter
will discuss those appropriations. The first part of this section will list the

different appropriations and describe what each is used for. The following parts of
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this section will show how they are categorized into two basic classifications, and
discuss how theif execution status is reported.
1. Appropriations Defined
This segment lists the appropriations typically provided to BUMED by
Congress along with a description of their purpose.
a. List of Appropriations
Congress provides four major appropriations to Navy medicine. A
list of all four'is provided below:

o Operations and Maintenance, Navy (O&MN)

. Operations and Maintenance, Naval Reserve
° Reserve Personnel, Navy
° Other Procﬁrement, Navy

b. Appropriation Descrii;tions
(1) O&M,N. The O&MN appropriation is the i)rimary
source of budget authority for BUMED, as it is for most bases and installations
Navy-wide. It provides fhe financial re'sources' néeded to carry on day to day
operations. It includes funding for the following types of operations:
. civilian personnel,

° temporary additional duty (TAD) travel,

. maintenance of real property,
. utilities,
° materials and supplies, etc.
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(2) Operations and Maintenance, Naval Reserve. The Oo&M,
Naval Reserve appropriation serves the same purpose of providing the necessary
financial resources to carry out the day to day operations for BUMED’s reserve
component.

(3) Reserve Personnel, Navy. The purpose of this .
appropriation is to finance the cost of reserve personnel for military pay, clothing,
subsistence Permanent Change of Station (PCS) etc.

(4) Other Procﬁrement, Navy. The OPN appropriation
finances the acquisition, production and the modernization of, equipment that
exceeds the O&M,N procurement threshold of $100,000.

C. Appropriation Categories .

Appropriation types can be divided into two categories; expense and
investment. The first category is expense-type apprepriations, which finance the
cost of ongoing operations like the O&M,N, O&M;NR, and RPN appropriations.
‘The obligation period for these expense-type appropriations is one year. The
second category of appropriations used is for investing, as opposed to carrying out
ongoing operations. Investment appropriation obligation time periods are greater
than one year. The OPN appropriation managed by BUMED is an example of this
type, where BUMED primerily budgets and obligates fer ‘the procurement of °

investment equipment.
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C. BUDGET EXECUTION REPORTING

There are six official financial reports utilized by BUMED to rei)ort budget
exécution to higher authority. Three of these reports are used at the field level
MTFs, while the other three are used at the claimancy level. The primary reports

utilized at the field level are:

e  NAVCOMPT 2199 Trial Balance Report
o NAVCOMPT 2171 Expense Element Report
. SGL - Standard General Ledger

These reports are generated from STARS-FL.

The three reports utilized at the service level are:

o DD 1176 » Report on Budget Execution
. Statement of Financial Position |
e  Statement of Operations & Changes in Financial Position

The Assistant Secretary of the Navy (Financial Management and
Comptroller), ASN (FM&C), generates the DD 1176 on a monthly-basis. The
ASN (FM&C) maintains responsibility for the NaV};’s financial reporting.

These six reports, four generated by OPLOC (for field level activities) and
two by DFAS, Cleveland (for service level reporting), will be discussed in the
' folloWing sections of the chapter. The following sections of this chapter will
describe each of the six reports listed above as they pertain to Navy medicine’s

financial reporting model. (DoDFMR Vol. 6A)
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D. FIELD LEVEL (MTF) REPORTS

1. The Trial Balance Report (NC 2199)

The NC 2199 is the widely used official accounting reiaort used within the
Navy’s field level activities. It reports financial information for expense-type
appropriations such as O&M, N, O&M, NR and RPN. The Trial Balance Report
has traditionally been “the foundation from which all other reports are generated
and provided to higher authority.” (Financial Management of Resoﬁrces (NAVSO
P-3013) 1982. As it is the official tool which determi'nes. Anti-deficiency Act
compliance, it is considered the ‘checkbook’ for the MTFs. The NC 2199
provides the following information: authorizations received, obligations created,
- and the remaining fund balance. It reports this igformation using the following
equation: |

Assets = Liabilities + Investments + Income - Expenses.

The NC 2199 is equipped with the following headings:

) Account Number and Title
° Balances Prior Month
. Balances Current Month

° Changes for the Period or (New Balance)

The primary divisions in the report are Assets, Liabilities, Investments,

Income, and Expenses. Each division is assigned a numerical account series,
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which identifies each type of any particular General Ledger Account (GLA). The

following is a list of the account series within each heading:

Account Account Series
Assets 1000-1999
Liabilities | 2000-2999
Investment 3000-3999
Income 4000-4999
Expense - 5000-5999

The NC 2199 also maintains a series of statistical accounts in the 0900-
0999 range, as well as memorandum/budgetary accounts ranging from 9000 to
9999. These accounts are used by the MTF’s financial managers for informational
| purposes, and do not accrue to the balance sheet equation. (Financial Resources
Guide, NAVMED P-50205

2. Standard General Ledger

Required for use by the OMB across DoD components for the first time in
'Octbber 1996, the Standard General ledger attempts to standardize accounting and
reporting within the federal government. (DoDFMR Vol. I). The primary .purpose
for its introduction as a budgetary financial reporting tool was to streamline the
input of accounting transactions at the field level for incorporation into the newly |,
mandated Chief Financial Ofﬁcer’s’Act Financial Stateménfs discussed in detail
later in section E of this chapter. It contains accounts for recording transactions

into the accounting records including accounts for assets, liabilities, equity,
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revenue, expénses, and budgetary activify. Although the SGL is very similar to
the NC 2199, it provides more accoﬁnt detail and is designed so that field activity
level balance sheets can be rolled into the Navy’s balance sheet. The general
ledger is the highest level of summarization within the system. It provides
financial accountability for budgetary resources, si:ewardship over assets, tracking
of cash/fund resources, and control of costs. It also maintains account balances by
fund structure and genergl ledger accounts. An explanation of the SGL structure

follows:

. Assets (1000). Assets account for both physical (tangible) items as
well as rights to ownership (intangible).

. Liabilities (2000). Liabilities reflect amounts owed by the field
activity level. These are similar to accounts payables and accrued
liabilities. ' ‘

° Equity (3000). Equity represents the difference between assets and
liabilities.

. Budgetary (4000).  Budgetary accounts represent budgetary
operations and conditions from the time appropriations are realized
until they are expended. This includes amounts remaining in the
appropriation, commitments, undelivered orders, and paid and
unpaid expenditures. '

° Revenue (5000) Revenue is the amount of offsetting collections
resulting from services performed, goods and tangible property
delivered to purchasers, interest and penalties. Reimbursements are
also included in revenue.

. Expenses (6000) Expenses are outflows of assets or incurrence of
liabilities during a period resulting from ordering services, delivering
or producing goods, or carrying out other normal operating
activities. It also represents expenses for the year to date operation
and is broken down into categories of expense types or elements.
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Expenses may include rents, communications, supplies, and annual
leave for military and civilian labor.

The SGL account structure allows for consideration of both the proprietary
accounting model and budgetary accounting model. The proprietary accounting
model utilizes the following account series:

° Assets (1000)

o Liabilities (2000)

e Equity (3000)

o Budgetary (4000)

° Revenue (5000)

. Expenses (6000) and;

° Gains and Losses (7000)

The budgetary accounting model is strictly concerned with tfle Budgetary
(4000) series accounts. The total of the budgetary accounts will always equal
zero. This is due to the fact that the budgetary accounfs are the accounting
transactions needed to track and control budgetary resources and status of those
resources. (U.S. Government Standard General Ledger Chart of Accounts)

| 3. . Expense Element Report (NC2171)

The NC 2171 is a cost accounting tool that MTF financial managers use to
determine incurred obligations and expenses according to location and purpose.
Cost accounting schemes employ either obligation accounting or accrual

accounting values and categorize these values into these two distinct groups. This
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framework provides information as to which functional program (location) within
a MTF is involved in spending the provided resources. In addition to showing
costs by location and purpose, the NC 2171 shows the categories of supplies or

services being purchased.

Example:

Level Code . Code Code Meaning
Sub-Activity Group (SAG) _ M9 Station Hospitals
Functional/Sub-Functional
Category (F/SFC) YV Orthopedics
Expense Element (EoE) ' T Consumable Supplies

The preceding example would indicate that costs for an MTF’s Orthopedics
department would accumulate on the NC 2171 under the headings for M9/YV by
the various Expense Elements used during operations. The location of obligations
is identified on the NC 2171 by F/SFC. In the preceding exampie F/SFC YV
would signify costs for Orthopedics. The purpose of the expenditure of funds is '
for the purchase of consumable supplies. In short, ihe NC 2171 report identifies
costs that occur in terms of where at the field level costs accumulateé, the specific
purpose, and what types of items were procured. The NC 2171 provides detailed
information to BUMED regarding accrued expenses and gross adjusted
obligations for the current month and the fiscal year to date. Costs accrue in the
report to the various Sub-activity groups (SAG); Functional/Sub-functional
categories (F/SFC); and expense elements (EoE) used at the activity, by subhead.
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The five major headings in the NC 2171 are:

L. SAG

2. .SFC

3. EoE

4. Expenses

5. Gross Adjusted Obligations

The expense and gross adjusted obligation sections are sub-divided to

provide current month and fiscal-year-to-date totals. (STARS-FL Manual)

E. SERVICE LEVEL REPORTS

1. Background

This section will detail the ﬁnanc_ial reports used for service level reporting.
As a Major Claimant, BUMED is required to ﬁrovide budget execut'ionl
information to the ASN (FM&C), who receives this data in a complete, compiled
format along with results of other major commands. The ASN (FM&C) receives
this information in the form of a monthly DD 1176 from DFAS, Cleveland, which
contains the sum total of thé finaneial accounting from the Major Claimants.
Major claimapts and other major commands submit this financial information via
STARS-FL, to DFAS, Cleveland. By utilizing STARS-FL, DFAS, Cleveland is
able to extract the needed data from the OPLOCs who service the major claimants.

The Statement of Financial Position and the Statement of Operations and

Changes in Net Position are the official financial statements born out of the
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statutory requirements set forth by the CFO Act of 1990 and, expanded upon by
the GMRA of 1994. At the DoD level, they are the compilation of the service’s
special financial statements, which reflect all material financial transactions
affecting federal agencies. BUMED submits to higher authority its CFO financial
statements? reporting its financial position and its results of operations. The
reports are key to the budgetary financial management' process, as they ultimately
furnish information with which Congress, agency managers, the public, and other
interested parties can assess management performance and stewardship. -

2. Report on Budget Execution (DD 1176)

The Report on Budget Execution (DD 1176), is a monthly fiduciary report
that provides information on appropnatlon status by fiscal year (Financial
Management Regulation, 1996) This same report is dlstrlbuted monthly to the
Under Secretary of Defense (Comptroller) (USD C); quarterly to the Office of |
Management and Blrdget (OMB), and is certified annually for the Treasury. The
headmgs of the report are by ﬁscal year for the life of the approprlatlon The
major sectlons of the report include: Budgetary Resources, Status of Budgetary
Resources, Relation of Obligated Disbursements, Obligation Balance (Net) - End
of Period, and Total Accrued Expenditures. The report has four major sections

with subcategories:
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* Budgetary Resources Authority and Balance of Funds

(Authority)
* Status of Budgetary Further explanation of Budgetary
Resources Resources
(Status)
* Relation of Obligations Information on a Balance Brought
Forward or Funds Transferred
* Obligation Balance End of Period Balance or Status
(Net) (End of Period)

One can ascertain from the information provided on the DD 1176
that it provides a “status” of authority for the user, along with supporting numbers
for that status.

The objective of the report is to provide the user an aggregate status
of an appropriation, for the life of the appropriation._ The users of the report are
| ASN (FM&C), OMB, the Treasury, and ultimately, Congress.

3. Statement of Financial Position |
- BUMED presents a Stétement of Financial Position to hiéher authority for
each appropriation under its perview, from the records of its field level activities,
in ‘accordance with the DoD Financial Management Regulation Volume 6B, as
adopted from Office of Management and Budget Bulletin No. 97-01, “Form and

*»

Content of Agency Financial Statements.” Account balance information is
extracted from the STARS-FL produced NC 2199s or SGLs. The financial data
from the BUMED statements roll up into the final audited Statement of Financial

Position of the reporting entities, (DoN and DoD respectively). The BUMED
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statements therefore, are different from the financial reports, also prepared by the
DoD pursuant to OMB directives that are used to monitor and control DoD’s use
of budgetary resources. (DoDFMR Chapter 10).

The format for BUMED’s Statement of Financial Position contains the

following categories and sub-categories:

ASSETS

L. Entity Assets:
a. Transactions with the Federal (Intragovernmental) Entities: .
(1)  Fund Balance with Treasury
(2) Investments, Net
(3)  Accounts Receivable
(4) Interest Receivable
(5) Advances and Prepayments
(6)  Other Federal (Intragovernmental)
b. Transactions with Non-Federal (Governmental) Entities
' (1) Investments.
(2)  Accounts Receivable, Net
3) ’ Credit Program Receivables/Related
(4) Interest Receivable, Net
(5)  Advances and Prepayments
(6)  Other Non-Federal (Governmental)
Cash and Other Monetary Assets
Inventory, Net
Work in Process
Operating Materials/Supplies, Net
Stockpile Materials, Net
Seized Property
Forfeited Property, Net

J- Goods Held Under Price Support and Stabilization Programs,
Net _

FPoa ot a0

[—yy
.
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k. Property, Plant and Equipment, Net
1.~ Other Entity Assets
m. Total Entity Assets
2. Non-Entity Assets
a. Transactions With Federal (Intragovernmental) Entities:
(1)  Fund Balance with Treasury
(2)  Accounts Receivable, Net
(3)  Interest Receivable, Net
(4)  Other
b. Transactions With Non-Federal (Governmental)
(1)  Accounts Receivable, Net
(2)  Interest Receivable, Net
(3) Other
C. Cash and Other Monetary Assets
d. Other Non-Entity Assets
€. Total Non-Entity Assets:
3. Total Assets:

LIABILITIES
4. Liabilities Covered by Budgetary Resources:
a. Transactions with Federal (Intragovernmental) Entities

(1)  Accounts Payable
(2) Interest Payable

(3) Debt
.(4)  Other Federal (Intragovernmental) Liabilities
b. Transactions with Non-Federal (Governmental) Entities:

(1)  Accounts Payable
(2)  Accrued Payroll and Benefits
(a)  Salaries and Wages
(b) Annual Accrued Leave
(c)  Severance Pay and Separation Allowance
C. Total Liabilities Covered by Budgetary Resources:
5. Liabilities Not Covered by Budgetary Resources:
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a. Transactions with Federal (Intragovernmental) Entities:
(1)  Accounts Payable

(2)  Debt

| (3)  Other Federal (Intragovernmental) Liabilities

b. Transactions with Non-Federal (Governmental) Entities:
(1)  Accounts Payable
(2) Debt

(3)  Lease Liabilities
(4)  Pensions and Other Actuarial Liabilities
(5)  Other Non-Federal (Governmental) Liabilities
. Total Liabilities Not Covered By Budgetary Resources
6. Total Liabilities:

NET POSITION
7. Balances:
a.  Unexpended Appropriations
b. . Invested Capital _
c. Cumulative Results of Operations
d. Other
e.  Future Funding Requirements
f. Total Net Position

8. Total Liabilities

4. Statement of Cperations and Changes in Net Position

The Statement of Operatiohs and Changes in Net Position reports the
beginning net position, the items which caused net position to change during the
reporting period, and the ending net position. BUMED displays information on its
 Statement of Operations and Changes in Net Position for each appropriation uﬁder
its purview, for incorporation into the DoN and DoD Statements of Changes in

Net Position per the DoODFMR Volume 6B, Chapter 6.
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The report’s major sections are as follows:

REVENUES AND FINANCING SOURCES

1. Appropriated Capital Used

2. Revenues from Sales of Goods and Services
a. To the Public
b. Intragovernmental

3. Interest and Penalties, Non-Federal

4. Interest, Federal

5. Taxes _

6. Other Revenues and Financing Sources

7. Less: Taxes and Receipts Transferred to the Treasury or Other
Agencies

8. Total Revenues and Financing

. EXPENSES

9. Program or Operating Expenses
10.  Cost of Goods Sold

a. To the Public

b. Intragovernmental
11.  Depreciation and Amortization
12. Bad Debts and Write-offs
13. ' Interest

a. Federal Financing Bank/Treasury Borrowing
b. Federal Securities
c. Other

14.  Other Expenses
15.  Total Expenses

16.  Excess (Shortage) of Revenues and Financing Sources Over Total
- Expenses Before Extraordinary Items

17.  Plus (Minus) Extraordinary Items

18.  Excess (Shortage) of Revenues Financing Sources Over Total
Expenses
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19.  Net Position, Beginning Balance, as Previously Stated
20.  Adjustments
21.  Net Position, Beginning Balance, as Restated

22.  Excess (Shortage) of Revenues and Financing Sources Over Total
Expenses

23.  Plus (Minus) Non-Operating Changes
24.  Net Position, Ending Balance

5. Financial Statement Notes

Notes to the financial statements are used to synopsize the accounting
principles and the manner of appiying them that management has used in reporting
the entity’s significant assets, liabilities, equity, net cost of operations, changes in
net position, and budgetary resources. DoD and DoN drsclose their accounting
policies to describe the accounting procedures followed in preparing the financial
statements, and report the methods in which those principles were applied.
Disclosures are comprised of important judgments ‘as. to valuation,‘reeognition,

and allocation of assets, liabilities, expenses, revenues, and other financing

- sources. (DoDFMR Volume 6B, Chapter 10) The details presented in the notes to

the financial statements do not duplicate any previous diselosure of accounting
policies.
F. SUMMARY

. This chapter discussed the appropriations manage_d by BUMED, and’
provided an explanation of their purpose. A discussion of the various financial

reports used in Navy medicine was furnished to introduce the reader to their
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various formats, and to explain the manner in which budget execution totals for
each are displayed for management utilization. This chapter differentiated
between the field level and service level financial accounting reports used in Navy
medicine, and explained how their content rolls up into the audited financial

‘statements of DoN and DoD as required by governmental reform initiatives.
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V. EVALUATION OF FINANCIAL REPORTING IN
NAVY MEDICINE

A. INTRODUCTION

This chapter will analyze and evaluate the current state of budgetary
financial reporting in the Navy medicine, and how that current state is reflected on
the audited DoD financial statements. Chapters I and II discussed the federal
government’s recognition of the need to improve financial management operatiéns
and provided background information on the various standards imposed by
Congress and regulatory agencies. Chapter III discussed the key financial systems
employed by DFAS and BUMED that contribute to managerial decision making
processes by producing BUMED specific reports which assist in exercis_ing_
effective control over the financial operations of the claimancy. Chapter IV
identified the official accounting reports produced .by DFAS that summarize how
BUMED’s budget execution is reported for each appropriation per reporting
period.

This chapter will complete the investigation part of the thesis by evaluating
current budgetary financial reporting Wi:chin Navy medicine. The first part of the
chapter will analyze the effectiveness with which the'systems empfoyed by DFAS
and BUMED contribute to federal financial management reform. The second part
of this chapter will evaluate the effectiveness of the reports generated from the

BUMED financial management systems discussed in Chapter III. The reader
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should note that these reports differ from the official audited reports discussed in
Chapter IV, as they have no official audit requirements affixed to them. Rather,
they are heavily relied upon throughout the claimancy to provide timely and
accurate information for the purpose of enhancing management decision making
processes geared towards optimizing the allocation of health care delivery
resources. The last part of the chapter evaluates the effectiveness of the current
official budgetary financial reporting in Navy medicine. The criteria for the
evaluation of the systems and reports are based on well-defined guidance set forth

by legislative and regulatory authorities.

B. EVALUATION OF DFAS AND BUMED MANAGED FINANCIAL
SYSTEMS

1. Organizational Responsibilities

DoD ﬁﬁancial management reforms aim to streamline and redesign DoD
financial processes and ofganizations in order to make them optimally effective
and to cut costs. Rgforms also seek to ensure that financial management fulfills
the needs bf its leaders, satisfies statutory requirements and provides superior
customer service. DoD as a whole, and functional managers in particular need
better ﬁnanéial information to conduct their operations. Department managers
have historically had difficulties in édequately capturing the costs of théir specific |
activities. One reason for this, difficulty is that, “Il)‘epartments’ non-financial
systems e.g., acquisition, logistical, medical, and other processes and systems,

designed to fulfill important management functions, have not done a good job of
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capturing and reporting financial data to the Chief Financial Officer community.”
(DoD Reform Information Paper) If the financial systems used by DFAS and
BUMED are to contribute to governmental reform efforts, they must be in
compliance with the guidance set forth by higher authority. The CFO Act of 1990
specifically requires federal agencies like DFAS, to maintain a core integrated
financial management system that incorporates both adequate internal controls and
financial reporting capabilities. The core system must comply with all applicable |
federal principles, standards, and requirements. OMB prescribes the policies and
standards that federal agencies must observe when developing, operating,
evaluating, and reporting on financial management systems. (OMB Circular A-
127) |
DFAS and BUMED have separate systems management and ﬁnaﬁcial
reportipg fesponsibilities. STARS-FL is the core system maintained by DFAS and
used by BUMED for its budgetary financial reporting function. It is used to
prepare tﬁe various financial statements and accounting repérts. As STARS-FL is
ménaged by bFAS, they are primariiy responsible for generating general ledgers
and financial reporting. However, most of the data used by DFAS to carry out its
accounting and financial reporting services for Navy medicine originate from
BUMED’s MTFs. The data are either manually input by MTF personnel or
originate fro'm the BUMED systems discussed in Chapter III. Since BUMED

operates several automated information systems (financial, non-financial, and
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mixed) that integrate with STARS-FL, it is held responsible for the federal
compliance of its own financial management systems.
Although DFAS is responsible for the STARS-FL, it is not
responsible for all of the systems that produce financial management
data, including those managed by BUMED. Non-DFAS systems
support other DoD functional areas, including acquisition, medical,
logistics, property management, and personnel, that generate and
process a significant amount of financial data that are ultimately
used by the Department for management, analysis, and financial

reporting. (DFAS Guide to Federal Requirements for Financial
Management Systems) .

2. IT System Evaluation Methodology

a. DFAS System |

The methodology followed to evaluate DFAS IT systems consisted
an examination of whether or not ‘he criteria set forth in DoDFMR Vol.1 Ch. 3
(Accounting Systems Conformance, Evaluation, and. Reporting) was followed.
The DoDFMR mandates that requirements of OMB Circular A-127 be satisfied
when conducting an evaluation of the effectiveness of IT systems. OMB Circular
A-127 requires an annual self-appraisal of operating accounting systems by
managers and users, and an independent evaluation pefformed on a cyclical basis.
According to OMB Circular A-127; these evaluations form the basis for
determining the compliancy of accounting systems. In meetirig standards of

compliance, DFAS states that the following criteria have been met:
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1. Be in reasonable compliance with the Comptroller General, OMB,
Department of the Treasury and DoD accounting principles,
standards and policies;

2. Provide maximum accounting and general ledger control through the
use of the DoD Standard General Ledger;

3. Maximize the use of standardization in data administration, data
processing and data elements and minimize the number of individual
accounting and financial applications;

4. Maximize the use of information systems; and,
5. Produce auditable financial statements.
b. BUMED Systems
The methodology used to évaluate the effectiveness of BUMED
managed IT systems follows criteria set forth in Navy medicine’s Command
Evaluation Program (CE), NAVMEDH\]FOMGTCENINST 7510.1.. The objective
of the CE Program is to provide commanding officers with the ability to ensure
that resources a;re employed effectively, securely, and economically, and within
legal and administrative constraints. As an essential part of BUMED’s internal
controls system, an annual CE Plan serves as a focal point and liaison for actions
reiated to audits, surveys, or reviews conducted by both internal and external audit
agencies. Once audit findings identify shortcomings or areas for improvement of
systems, management is tasked with providing timely responses to audit
recommendations that place emphasis on evaluating the adequacy of internal
controls. Management is required to develop and maintain a formal follow-up

system on all CE, internal and external audit findings and recommendations to
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ensure appropriate actions is taken. Management is also required to track and
monitor open recommendations until the action is completed.

Working papers are generated to support CE findings and
recommendations. These working papers contain documentary evidence to
support CE conclusions and to restrict information to matters that are materially -
important and relevant to the objectives of the examination.

3. DFAS IT System Evaluation

In Fiscal Year 1997, DFAS repérted that it had reviewed its primary and
administrative accounting systems. The review was performed by operating
personnel, and encompassed the accounting principles, standards and related
| requirements prescribed by the DoDFMR. Varioﬁs ﬁethods were employed in
performing its reviews. These methods included the use‘of system ’que_stionnaires,
transaction testing, and reviews of operating procedures. The results of the
evaluations, the approval of accounting system désign documentation already
.provided by the GAO for federal accounting systems, and assurances given By
system managers show that the STARS system is substantially in compliance with
DoD Financial Management Regulafion requirements. (DFAS Annual Report on
Operating Accounting Systems for FY97)

DFAS has additionally had an accounting system copsolidation strategy for
STARS that has been ﬁnderway since 1996, and is near completion. An example

of success brought about by consolidation is the DCPS system that integrates with
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STARS-FL to operate civilian pay. Completed in June 1998, DCPS consolidation
reduced costs by eliminating 26 payroll systems and by closing 349 payroll
offices. Systems for: similar accounting functions, such as military pay, retiree
pay, transportation, disbursing, and contractor pay are currently in the process of
being consolidated. The final consolidation will reduce the number of systems, as
of September 1996, from 41, to only three by fiscal yéar 2003. (DFAS Strategic
Plan)

4. BUMED IT Systems Evaluation

In order for the STARS-FL system to produce accurate and auditable
information, it must be fed sound information from BUMED feeder systems.
These systems provide financial expense data to STARS-FL. Much of the data,
which is manually keypﬁnched, flows to STARS from the .various systems.
Historically, these systems have lacked adequate general ledger control and.
haven’t contributed fo accurate financial accounting and reporting. Therefore, the
Department is embarking on efforts ‘to bring the ‘feeder’ systems into compliance
With' appiicable federal r'equirements. (Guidé to Federal Requirements for -
Financial Management Systems)

BUMED’s CE program made note of several shortcomings of the financial
repbrt data produced from its IT systems. Results of the' CE program identified
seveléal shortcomings of IT systems’ ability to support user needs. (NMIMC CE

Program Officer) Although these shortcomings continue, corrective improvement
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efforts are currently underway. The Deputy Secretary of Defense directed the
acceleration of migration systems, data standards, and process improvements, to
expedite reform processes. (Deputy Secretary of Defense Memo of October 1993)

Reform initiatives have therefore centered around the development of
NMIMC IT Project teams whose focus is on the need to consolidate and
standardize the finance and accounting systems described in Chapter III. The goal
of the CE prograrri and the resulting NMIMC project teams is to develop process
improvements that will create effective reporting, and produce cost savings.
While consolidation efforts have already‘ produced cost savings from process
improvements and newly established efficiencies, further progress continues.
DFAS and BUMED designated certain existing ﬁng_nce and accountjng systems as..
migratory systems, into which similar systems are now. consolidated. A discussion

of those systems selected by BUMED was furnished in'Chapter III.

C. BUMED FINANCIAL MANAGEMENT REPORTS

BUMED has historically had difficulty with the accuracy of the financial
repbrts provided by its IT systems. In a 1995 meeting of BUMED comptrollers,
_ the claimancy reported that RUMR analysis indicated that 90 percent of its MTFs
received a failing grade in the accuracy of the information contained in their
respective UMRs.  (Medical Servicé Corps Specialty Leader for Financial

Management).
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1.

BUMED Managed Reports Evaluations Methodology

The same methodology employed to evaluate the effectiveness of BUMED

IT systems was used to evaluate the resource reports discussed in Chapter IIT for

two reasons:

1)

2)

The CE program applies to all functional programs within BUMED,
and is an excellent means of evaluating the accuracy of the contents
of the reports; and,

The accuracy of BUMED managed reports is closely linked to the
systems’ abilities to produce them. In addition to consulting the CE
Coordinator for BUMED, telephone interviews with two field level
comptrollers were conducted to gain insight into potentlal
commonality in reporting problems.

Evaluation of BUMED Managed Reports
a.  Improper Data Input

The primary problem identified by field comptrollers that cause

faulty output of UMR data was ‘garbage-in/garbage-out’. At the ﬁeld level,

failure to apply the appropriate MEPRS and cost accounts codes to job order

numbers when setting up the financial accounting structure of MTFs prior to the

start of fiscal years caused the faulty reporting.' Consequently, the UMR and

RUMR were rarely used as management tools to measure budget execution

performance, as they were incomplete and provided relatively little useful

~ information. Once a new fiscal year began and transactions occurréd, obligations

and expenses accrued to inappropriate SAGs, S/SFCs and Cost Accounts. Typical

examples of problems resulting from the accumulation of faulty input of MEPRS
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and Cost Account Codes was that RUMR would repoft cost centers that processed
workload, yet no expenses were accrued for the labor involved. Another cost
center might show labor expenses and obligations for the procurement of supplies
and equipment, yet no workload processing. Improper workload accountability is
a long-standing deficiency of financial management reporting within Navy
medicine. (Navy Medical Inspector General Web Page).

b. Lack of Required MEPRS Training

Providing training for personnel in the proper application of MEPRS
coding procedures, and the complex interaction among the systems that required
accurate codification, is costly, both in terms of travel costs and the time required
to get people up to speed. The SPMS, EAS IV, CHCS, and STARS-FL systems
all require the input of accurate MEPRS and financial accounting codes to provide
accurate ‘reports. Historically, not all of these systems were integrated. The fact
that some systems couldn’t speak to each other compounded an already complex
situation.. |

| c. Failure to Inpuf Planned Budget Execution Data

Another problem reported that negatively affected the UMR, was the
MTF comptrollers’ failure to input key planned obligation and expense data into
>TARS-FL prior to the start of fiscal years. Well into fiscal years, RUMRs

showed budget execution data that did not match planned execution because no
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plans existed. In short, 'improper utilization of information systems has led to
reports that haven’t accurately measured performance.

With the existing IT systems improvements projects discﬁssed
earlier, that are focused on integration and consolidation, BUMED aims to
alleviate its historical financial reporting problems.

Additionally, CE proposals to replace the RUMR by implementing
the SMART system, to identify inappropriate variation in data within MTFs can
be realized thrbugh utilization of a’series of performance analysis measures.
SMART contains applications for use at the field 1evel for planning, reporting and
management analysis.. Additionally, it is marketed as being easy to use. It
4 identifies alternative courses of action and moﬁitors progress. The SMART
application contains user friendly guidelines for usage; Amoﬂg thqs¢ are the
User’s Manuals, Getting Started Manual, a Decisibn Desktop Manual and an
installation Guide. In addition to these measures, BUMED is providing field level
-‘per_sonnel' access to training as well as providing Quick Reference Guideé to
enhance learning and use of the system.

D. EVALUATION OF OFFICIAL BUDGETARY FINANCIAL
REPORTS USED IN NAVY MEDICINE

This sect'ion of the chapter evaluates the current state of the budgetary
financial reports discussed in Chaptér IV. These reports include the:

1) Trial Balance Report NC 2199

2) Standard General Ledger
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3)
4)
5)
6)

NC 2171 Expense Element Report
DD 1176 Report on Budget Execution
Statement of Financial Position

Statement of Operations & Changes in Financial Position

The methodology used to analyze BUMED’s official budgetary financial

reports are set forth by criteria contained in DoDFMR Vol. 6., “Funds Control and

Budgetary Accounting”. The format and content of each report was compared to

the criteria to determine effectiveness of the individual reports. The requirements

list five specific criteria used to evaluate the effectiveness of budgetary financial

reporting. Reports must:

Record Budget Authority/Fund Allocation
Maiﬁtain Fund Availability ' |
Record Obligations and Expenditures
Contain Fund Analysis Capability

Budgetary Accounting
Description of Reporting Criteria -
a. Record Budget Authority/Fund Allocation

The reports contain pertinent information regarding budget authority
and fund allocation received from warrants and related budget

“execution documents. :

Reports adequately track, and provide for the control of expenditures
at various funding levels, based upon the standard general ledger and
accounting classification code structure.

72



The reports record funds that provide other types of budgetary
authority in excess of appropriation authority.

The reports identify and note the types of authority received.

The reports are able to identify the different levels of funds control
using elements of the classification structure, including program,
organization, project and fund.

Funds received are appropriately categorized based on how they
were apportioned, €.g., quarterly.

b. Maintain Fund Availability

The reports provide the balance of funds availability for review prior
to the issuance of a commitment, obligation, or expenditure.

The availability of funds is properly updated to prevent the
incurrence of commitments, obligations, and expenditures in excess
of available fund balances.

Complete, accurate data on the status of each-account is provided.
The funds status is clearly evident on the reports allowing
management to know of its availability.

c. Record Obligations and Expenditures

The reports show that obligations and expenditures have accrued in a
normal fashion. :

The reports show obligations for the various categories of goods and
services down to the sub-functional level.

- The reports track exact program expenditure patterns.
Totals for reimbursable program obligations can be determined.

d Fund Analysis

The reports maintain current information on obligations according to
appropriation.
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Undelivered orders, payables and payment accruals are provided.
The structure of the official reports readily lend themselves to

adequately tracking and comparing the use of funds against
operating or financial plans.

e. Budgetary Accounting

The reports provide the appropriate accountability for budgetary
resources, stewardship over assets, tracking of fund resources, and
control of costs consistent with DoDFMR Vol. 1, Chapter 7.

Account balances are maintained both by appropriation structure and
individual general ledger accounts.

Budgetary accounts are self-balancing within themselves.
Evaluation of Official Accounting Reports
a. NC 2199

The format - of the NC 2199 meets reporting criteria for recording

budget authority and fund allocation as shown in its Uniform General Ledger-

Account (UGLA) 1021 — Allocations Authorized. The NC 2199 does not readily

track and provide for the control of expenditures at various funding levels based

upon' the -Standard General Ledger. The NC 2199’s UGLAs can however be

“cross-walked” over to the Standard General Ledger accounts using specific

guidance from DoD, but this is a tedious process. The NC 2199 reports and’

identifies the types of authority received by either Direct or Reimbursable

programs. It does not identify the different levels of funds control using elements

of the classifications structure. Funds received are appropriately categorized

based on how they were apportioned. The NC 2199 adequately maintains funds

74



availability, fecords obligations and expenditures, and provides fund analysis.
Undelivered orders, payables and payment accruals are provided. It ‘does not
adequately provide for the appropriate accountability fqr budgetary resources and
stewardship over assets per DODFMR Vol. 1, Chapter 7.

b. Standard General Ledger

As of the date of this thesis, BUMED did not utilize the Standard
General Ledger at the claimancy leVel; so an adequate evaluation of the above
listed criteria cannot be made. The financial information provided to higher
authority for inclusion into DoN and DoD audited financial reports was Cross-
walked from NC 2199 UGLAs. DFAS did not provide BUMED with the Standard
General Ledger for FY97. (HSO Resource Mgt. Department Budget Analyst)

c NC2171 | |

The NC 2171 does not record budgét authority or fund allocations.
It does not provide a balance of funds availability for review prior to the issuance
of an bbligation or expenditure. It does record obligations and expenditures in a
normal fashion, for the various categories of goods and services down to the sub-
functional level. It reports and tracks exact program expenditure patterns. Totals
for reimbursable program obligations are listed on the report. Current information
on obligations are recorded according to appropriation. Undelivered orders,
payébles and payments accruals are not recorded on the NC 2171. It does not

meet the DODFMR requirement for accountability of budgetary resources.
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d The DD 1176
The DD 1176 meets the standards of all criteria listed in the

DoDFMR Vol. 1, Chapter 7, with the exception of recording obligations and

- expenditures for the various categories of goods and services down to the sub-

functional level.

e The Statement of Financial Position

The Statement of Financial Position meets the standards of all
criteria listed in the DoDFMR Vol. 1, Chapter 7, with the exception of recording
obligations and expenditures for the various categories of goods and services
down to the sub-functional level.

JA The Statement of Operatiqns and Changes in Net Position

The Statement of Operaiions and Changes in Net Position meets the
standards‘ of all criteria listed .in thé DoDFMR Vol. 1, Chapter 7, with the
exception of recording obligatioﬁs and expenditures for the various categories of

goods and services down to the sub-functional level.

E. SUMMARY

| This. chapter evaluated tﬁe current state of budgeiary financial reporting in
Navy medicine. The first part of the chapter analyzed the effectiveness of DFAS |
and BUMED systems with respect to how well they contribute to financial
management reform within the scope of the DoD. The second section of the

chapter evaluated the effectiveness of the reports generated by BUMED managed
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systems. Finally, an evaluation of the current state of budgetary financial
reporting in Navy medicine was provided. For the most part, analysis showed that
Navy medicine has made considerable strides to contribute to financial reforms by
increasing efficiencies of its systems through consolidation and integration that
will create improvements to the information they produce. Additionally, BUMED

has conformed to guidance from higher authority promulgated by the CFO Act.
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VL. SUMMARY OF RESULTS AND CONCLUSIONS ON BUDGETARY
FINANCIAL REPORTING IN NAVY MEDICINE

A. INTRODUCTION

This chapter provides a summary and conclusion on the state of the art of
budgetary financial reporting in Navy medicine. The first section will address the
primary and subsidiary research questions answered in the thesis. The chapter will

conclude with suggestions for areas for further study.

B. RESEARCH QUESTIONS

Primary Question: What .is the historical evolution and the current state of
budgetary financial accounting and reporting in Navy medicine, and how effective
are Navy Medicine ;s financial reporting practices?

Budgetary financial accounting and reporting in Navy medicine can be
described as evolving from an historically fragmented and di'sassociated grouping
of systems and reports, to one that is currently moving toward integration, in
striving to aftain greater. efficiencies. .Chapter III described. these migratory
systems and consolidation efforts employed by DFAS and BUMED to improve
the effectiveness of financial management practices. Chapter IV degcribed the’
official accounting reports used to track the status of funds reported to higher
authority for inclusion into audited financial statements. The current éccounting
organization in Navy medicine reflects the changes taking place in DoD. The

official financial accounting system supporting Navy medicine is under the control
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and responsibility of DFAS. DFAS too, has undergone substantial re-organization
of its financial systems to induce financial management efficiencies, not only for
Navy medicine, but, for all of DoD. The level of effectiveness of budgetary
financial reporting can be evaluated in terms of how well it meets the criteria for
budgetary financial reporting as set forth in DoDFMR Vol. 6., “Funds Control and
Budgetary Accounting”. These requirements list five specific criteria used to
evaluate budgetary' financial reporting. Reports must adequately:

o Record Budget Authbrity/F und Allocation |

e Maintain Fund Availability

. Record Obligations and Expenditures

. Contain Fund Analysis Capability

. Budgetary Accounting

Chapter V, noted several deficiencies in financial management efficiencies
of MTFs throughout the BUMED claimancy, as determined from analysis of the
official budgetary reports. The actual reports utilized by BUMED however,
coﬂtained no glaring deficiencies, and were determined fo contribute positively to
the overall audited financial statements submitted by DoN and DoD. Therefore it
was determined that current budgetary financial reporting in Navy medicine is

effective in contributing to federal reform efforts.
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Subsidiary - Question 1: What events occurred in the evolution of
governmental financial management that sparked the need for Navy medicine to
reform financial accounting and reporting practices?

As discussed in Chapter II, prior to 1990, the three Military Deparfments
and major Defense Agencies managed their own separate finance and accounting
systems, and reporting practices. This decentralized mode of financial operations
had a negative effect on DoD financial management practices. The requirements
for interaction among the various systems increased as DoD’s missions became
increasingly complex. The incapability of systems and lack of standardization
took a toll. Rather than redesigning its organization or standardizing its multitude
of systems, DoD developed even more complex business pra_ctices to‘ link its
systems. Inefficiencies occurred, as scores of incompatible organizations} that
performed virtually identical functions.

Subsidiary Question 2: What are the models, principles, standards,
information systems and structure that make up the currént state of budgeiary
ﬁﬁancial accounting and reporting z'r‘z Navy medicine?

Navy medicine is currently in a state of change. The enactment of the
Chief Financial Officer’s Act in 1990 established that submitted financial reports
within the federal government be auditable. Currently, Navy medicine is
streamlining its accounting systems and processes to become more efficient in

financial operations. The number of accounting systems employed is dwindling as

81




BUMED intégrates its older legacy systems to create efficiency of operations and
more reliable management reports. Fiscal year 1997 is the second year' financial
reports were affected by the CFO Act. Not only were the official reporting
responsibilities of BUMED changed, the financial accounting organization in
BUMED was reorganized as well. As shown in Chapter II, the flow of funds of
the apportionment process was changed to come from the OASD (HA) in an effort
to consolidate management of the Defense Health Plan across the services. For
reporting purposes however, the financial statements prepared by BUMED at the
end of the year roll up into the audited financial statements of the Assistant
Secretary of the Navy, Financial Management and Comptroller ASN (FM&C), as
that office is held responsible the Navy’s financial reporting. DoN financial
reports then roll up into the audited financial statemenfs for the DoD. o

Accounting principles were discussed in 'Chapter II. These principles
require financial managers at the field level to comply with all statutory
requirements and administrative regulations discussed earlier. These provisions
are the driving force behind financial management 'reforms and also exist to
improve efficiencies in the stewardship of resources.

Subsidiary Question 3: How do internal accounting initiatives such as the
Medical Expense Performance Reporting System (MEPRS), the Composite Health
Care System (CHCS), and the Summarized Medical Analysis Resource Tool

(SMART) contribute to effective budgetary financial reporting?
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These three internal initiatives are unique to the Defense Health Plan, and
are designed to provide BUMED field comptrollers and claimancy managers with
up-to-date information to control not only its budgetary financial resources, but
also its patient workload and human resources.

The Medical Expense \and Performance Repdrting System tracks both
utilization ‘of manpower and expense information. It is a well entrenched systems
that is used to determine medical manpower requirements at varioﬁs levels within
the MTF. The manpower module works together with the Uniform Chart of
Accounts (UCA), which follows expense trends. Working together, both the
human and financial resources requi;'ed to operate functional areas within the MTF
can be determined. This gives financial managers the capability to make more
sound business decisions, such as deteﬁnining abpropriate c;ourses of action
regarding managed care decisions.

The Summarized Medical Analysis Resource Tool was-clearly an attémpt
by BUMED to contribute: to DoD financial management reform initiati\}es.
SMART incorporates key feaﬁres and integrafes functions from previously
fragmented in-house systems to streamline the tracking and reporting of resources
to improve management’s ability to make better decisions. Its contributions are
. improved déta retrieval and trendingv capabilities focused on enhahcing business
practices of individual programs. It also provides comparisons between peer

programs across the claimancy. The overall purpose for the initiation of SMART

83



is to allow for the analysis of infrastructure costs at levels previously unavailable
from other systems.

The Composite Health Care System is the integration of six previous
systems used extensively in BUMED MTFs to collect patient processing expenses,
determine inpatient and outpatient billings, and myriad other functions of health
care delivery. CHCS improves the quality of health care delivery by maintaining a
comprehensive database of health care services provided by providers worldwide |
to uniformed service personnel, their family members and retired beneficiaries.
CHCS is a system that deploys medical data processing that assists health care
providers and administrators in the management and delivery of the continuum of
care. Health care dglivery costs accumulated within the CHCS can be extracted
using financial codes such as SAG, S/SFC, CAC, MEPRS, and EoE for analysis at
any time throughout the year.

Subsidiary Question 4: What areas of Navy Medicine’s financial
managemént framework can be improved to support Dob accounting refbrm
eﬁ”orts? | |

Historically, BUMED has not done a good job of adequately capturing
financial data and then reporting accurate information. If BUMED’s systems are
to contribute to governmental reform efforts, they must continue to strive toward
compliance §vith the guidance from higher authority. BUMED is moving in this

direction now with the system initiatives discussed in Chapter III.

84



Another problem causing difficulties with the accuracy of financial
reporting is training for personnel. The primary reason for garbage-in/garbage-
out’ is a lack of adequate training provided to personnel tasked with setting up the
financial accounting structure of MTFs prior to the start of each fiscal year. The
failure to apply the appropriate financial accounting codes to job order numbers
builds a weak foundation for costs to accumulate. Financial reports are doomed
from the start. This is caused largely a by lack of training, but also can be
attributed to the level of complexity of BUMEDs annual financial guidance.

Consequently, the UMR and RUMR were rarely used as management tools
to measure budget execution performance, as they were incomplete and provided
relatively little useful information. Once a new fiscal year bggins and transactions
occur, obligations and expenses accrﬁe to inappropriate SAGs, S/SFCs and Cost
Accounts.‘ A typical example ot; the pfoblems resulting from the accumulation of
faulty input of MEPRS and Cosf Account Codes was that RUMR reported cost
centers that processed woﬂdoad, yet no expenses accrued for the labor involved.
Aﬁother cost center might | show labor expenses, and obligations for the
proéuremer;t of 'supplies and ecjuipment, yet no workload processing. Improper
- workload accountability is a long-standing deficiency of financial management
reporting within Navy medicine. (Navy Medical Inspector General).

Providing training for personnel in the proper application of MEPRS

coding procedures, and the complex interaction among the systems that require
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accurate codification, is costly, both in terms of travel costs and the time required
to get people up vto speed. The SPMS, EAS IV, CHCS, and STARS-FL systems
all require the input of accurate MEPRS and financial accounting codes to provide
accurate reports. Historically, not all of these systems have been integrated. The
fact that some systems couldn’t speak to each other compounded an already
complex situation. | |

Another problem negatively affecting the UMR has been MTF
comptrollers’ 'failu;e to input key planned obligation and expense data into
STARS-FL prior to the start of fiscal years. Well into fiscal years, RUMRs would
show budget execution data that did not match planned execution because no plans
existed. In short, improper utilization of information systems has led to reports that
haven’t accurately measuréd performance. |

With the existing IT systems improvement projects discussed earlier, that.
are focused on intégration and consolidation, BUMED aims to alleviate its
historical financial reporting problerﬁs.

| Additionally? with tfle implementation of fhe SMART system, BUMED is

attempting to correct the inappropriate variation in data within MTFs by utilizing a
series of performance analysis measures. SMART contains applications for use at
the field level for planning, reporting and management anaiysis. Additionally, it is
mark;:ted as being easy to use, and it identifies alternative courses of action, and

monitors progress. The SMART application contains user friendly guidelines for
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usage. Among those are the User’s Manuals, Getting Started Manual, a Decision
Desktop Manual and an installation Guide. In addition to these ‘measures,
BUMED is providing field level personnel access to training as well as providing

Quick Reference Guides to enhance learning and use of the system.

Cl. AREAS FOR FURTHER STUDY

-As this is only the second year of budgetary financial reporting under the
guidance set forth in the CFO Act, fﬁrtﬁer study of the utilization'of the Standard
General Ledger would be beneficial. The SGL was designed to provide ease in
the accumulation of SGL accouﬁt balances into the new audited financial
statements. As stated in Chapter V, BUMED is not yet utilizing the SGL for this
purpose. Further analysis of utilization. of the. SGL in streamlining the budge;tary

financial reporting process may be advantageous.
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APPENDIX A. CLAIMANT ACCOUNTING MODULE
TRIAL BALANCE REPORT
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APPENDIX B. REPORT ON BUDGET EXECUTION
DD FORM 1176 |

iz 7

RTON EXECUTION - DDFORMIITS
COMPUTED
000 0.00
000 0.00
000 0.00
000 0.00
000 0.00
0.00 0.00
0.00 0.00
000 0.00
000 0.00
450,541, 531.15 0.00
9530099) 0.00
000 0,00 |
450 U6 7016 - 0.00
{44~ Act Recov of Prior Obl Direct ] 200 0.00
| 48 ActRecov of Prior Obl Reim 0.00 000
| Total recoveries of Prior OBH 0,00 0.0
0.00 0.00
0.00 0.00
. . 000 0.00
Resciss of PY Auth 000 0.00
Pending Resciss 000 000
- 000 0.00
45041673016 0.00
fSTATUS OF BUDGETARY RESOURCES
14,667,011.21 0.00
A50,045230.16 0.00
41511324137 . 0.0¢
000 0.00
0.00 e00]*
000 0.c0
000 - 000
000 0.00
000 0.00
000 0.00
000 0.00
000 0.00
. 000 0o
asinza3r]| 0.00
RELATION OF OBLIG TO DISBURSE i
Obligatiens Bal, Net, as ol Oct 1 5
11A Gross Unpaid ObEgations 5,063,60334 0.00
118 Uneollect Reimb Orders 3557736098 0.00
11_Tet Oblig Bal, Net, Oct 1 (30,463,657.64) 0%
Obligated Balance, Transferred
12A Obkgations Transferred 000 | 0.00
: 138 Reimbursements Transferred . 000 800
. 12_TotOblig Ba) Transterred . 000 0.00
Oblig Bal, Net, End of Peried !
Gross Uspald Obligatiens : .
13A1 Undelivered Ocders 419550023 0.00
13A2 Accts Pay & Acerd Lisd 960,703 0.00
11343 Adwe Prepaymes, Refs Duety) 152440% 0w
13A Tut Grwss Uspald Gnlige 311251967 0.00
Uncellected Reimb Orders
1381 Reimbursements Receivable 10,609,252.68 0.00
13B2 Uncamed Revenue () . 0.00 . 0.00
1383 Unflled Cust Orders 11804394 000
13B Tot Upcoll Relmb Orders 102729662 0.00
13 TetObl Bal End of Perted (5,554,776. 0.00
Outleyy, Cash Basis -
14A Disbursments (Net of Refimds) S43,791,117.00 000
148 Reimbursements Collected £25.246154.52 000
14_Net Outiays, Cash Basts Se54557243 0.00
Clange bn Net Accts Payadle
15A Net Accts Pay End of Pesiod (5,632,632.24) 0.00
15B Adjustin Net Accts Payable 0.00 000
15C Net Accts Payable Oct 1 e ————
15 Tot Change to Net Acets Pay 2413753331 0.00
16 Tot Accrued Expend (Net) 1389566380 | 0.00




13 . : AL RTON
COMPONENT. NAVY -
1304 18 ”
COOMPUTED Pubbished
JBUDGETARY RESOURCES
A. OTHZRNEW AUTH. REALIZED
1B1 New Contraa Auth. 0.00 0.00
182 Resppropriation 0.00 Q.00
183 Other Authocity 000 a.00
B_Other Auth, Realized 0.00 0.00
B. ANTIC ORDRES REST OF YR
3F Fund: Aromatic 0.00 000
3 Unfiuded 0.00 0.00
3C_Anti Orders Rest of Yr 0.00 0.00
€. TOTAL REIM AND OTHER INCOME
3H Funded Astomatic . 460,446.200.16 * 0.00
3G Unfinded ' 0.00 0.00
3 Total Reimb end Other tncome 460,446 230.16 000
D. RECOVERY PY OBLIGATIONS
4A Dicect B 0.00 0.0
4B! Funded (Wock and Service) 0.00 0.0
4B2 Unfinded 0.00 0.00
4 Act Recov of PY ObEg 0.00 0.00
E OBLIGATIONS INCURRED
7A Diect 1466701121 0.00
T8 Funded (Work and Services) 460,446 250.16 0.00
+C Unfimded 0.00 0.00
7 Obligations tncurred A73113241 37 0.00
F TRAVEL & TRANSPORTATION
T1A Travel-Direct Obiig 16463445 0.00
7.1B Travel-Reimb Oblg »in 0.0
72A Traxraport. Dicec Oblig (2.862.21), 0.00
228 Reimb 0.00 9.00
G. GROSS UNPD OBLIG 1071
11A] Undelivered Ovders 35198534 000
11A2 Accts. Pay & Accra Lish 134,73433 ©.00
T1A3 Adv, Prepey, Refund due (598453)) 0.00
1A Gross 306360334 000
H UNCOLL REIMB ORDERS AS OF 1 OCT .
11B1 Reimb. Receivable 3531391605 Q.00
11B2 Unexrned Revere 0.00 €.00
1183 Unfilled Customer Orders 2133493 0.0
118 Uieoll Reimb. Orders B5nzosel 0 000
1 OBLIGATIONS TRANSFERRED .
12A1 Undelivered Orders 0.00 0.00
12A2 Ascts Pey and Aceroed Lisb 000 0.00
12A3 Adv. PPay and Refinds 0.00 0.00
12 Obkg Transferred 0.00 000
J REIMB. TRANSFERRED
1281 Reimb. Receivabic 000 0.00
1282 Uncerned Revenue 0.00 0.00
1283 Unfilled Cust. Ovders .00 0.00
12B_Reimb. Transferred 0.00 0.00
X ACCTS PAY & ACCRUED LIAB
13A2.1 Related to Public $01,45428 0.00
13A22 Related to US Govt. H2m11s 0.00
13A Accts Pey & Acersed Liad 260,775.0 000
L ADV.PREPAY & REFUNDS DUE
2A10 Adv Preoay Puthc : 1504401 0.00
LIA22 Anv, Prepey-Gat 0.00 we
0.00 .00
0.00 000
13844.01 0.00
0.00 0.00
10,609252.63 0.00
- 1060925263 0.00
0.00 0.00
.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
=t
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18504

18

”
°_REPORT ON BUDGET EXECUTION - DD FORM 1176

A COMPUTED
'ARY RESOURCES.
Budget Authodty
1A Appropriaiion Reakeed 0.00 0.00
1B Other Now Auth Realized 0.00 0.00
1C NetTrns of CY Auth Realzt 0.00 0.00
1D _Anlicipsted Resources 0.00 0.00
1 Fet Badget Authority 0.00 000
Umobligated Balance
2A Brought Forwaed Oct. § 0.00 0.00
2B NetTrans of PY Balances 0.00 0.00
2C_Antic Trans of PY Bal 0.00 0.00
2_Tet Uncbligxted Balances 0.00 000
Reimbursement and Oth Income
3A Eamed 455,789,994.86 0.00
3B Change in Unfilled Cust Ord (250,709.65)| 0.00
3C _Antic Orders for Restof Yr 0.00 0.00
3 Tet Reimburs & Other Inc 459,539285.21 000
4A  Act Recov of Prior Obl Digect C 0.00 (1)
4B_ActRecov of Prior Obl Reim 000 000
4 Totul recoveries of Prior Oblip 0.00 0.00
SA 0.00 0.00
SB Restor(+) and Write-offs(-) 0.00 0.00
sC 0.00 0.00
SD Enacted Resciss of PY Auth 0.00 0.00
SE Withheld ing Resciss. 0.00 0.00
5 Tetal 0.00 0.00
€ _Tot Budgetary Resources 459,539,285.21 000
ISTATUS OF BUDGETARY RESOURCES
7A Direct Obbg Incurred Q1% 0.00
7B _Reimb Oblig Incrred 455, 53928521 0.00
7_Tet Oblig Incurred AS7T4018692 83 0.00
Upebligated Balances Avall
8A Coramitments 0.00 0,00
3B Res for Ant Resre-Auto Apport 0.00 0.00
3C Res for Oth Antic Resre 0.00 0.00
8D Other Bal Currently Avadl 0.00 200
3 Tot Unoblig Bal Available 0.00 0.00
Uncblig Balancs Net Avall .
9A Appointmts for Subseq Period 0.00 000}
9B Defexred 0.00 0.00
$C Bal Subj to Future Apport act 0.00 0.00
9D _Balence in Expired Accounts 0.00 0.00
9 _Tot Unodlig Bal Net Avall 0.00 &
10 Tet Badpetary Ressurces 45741269253 000
FRZLA'HON OF OBLIC TO DISBURSE
Obligatieas Bal, Net, a5 of Oct 1 .
11A Gross Unpeid Obligations 3824546594 0.00
11B Uncollect Reimb Orders 37,901,300.60 0.00
11 TotOblig Bal Net, Oct 1 344165, 000
Obligated Balance, Traasferred .
12A Obigations Transfecred 0.00 0.00
12B_Reimbursements Transferred 0.00 000
12_Tot Oblig Bal Transferved 000 000
Oblig Bal, Net, End of Period
Gress Uspaid Obligatiens
13A1 Undelivered Ocders | 325837698 000
13A2 Accts Pay & Acerd Lish 24081204 0.00
L13A3 Advs, Preoevimts, Ref Duc(:) ERLl] 0
23A Lot Groes Uopaid Obligs 10,7580%9.03 00w
Ubcellected Relmb Orders
13B1 Reimbursements Receivable 12,180393.26 000
1382 Unecarned Revenue (-) 0.00 000
1383 Unfilled Cust Orders 119.369.49 000
13B_Tot Uncell Reimb Orders 12,300,262.7S 0.00
13 Tet Obl Bal ¥nd of Period (3022737 0.00
14A Disbursments (Net of Refinds) 536,496.29.95 0.00
148 Reimbursernents CoBected 435,140323.06 000
14 Net Quttays, Cash Basis S133595689 000
Change In Net Acets Payable
15A Net Accts Pay End of Pesiod 9.680,731.21)| 0.00
15B Adjustin Net Accts Payable 0.00 0.00
15C Net Accts Payable Oct. t 28.7X3,04037) 0.00
- §15 Yot Change inNet Accts Pxy 19,102309.16 000
16_Tet Accreed Expend (Nef) 12358 10524 0.00

95




T Ty Tt
13 SUPPLEMENTAL SCHEDULE TO REPORTON BUDGET
COMPONENT: NAVY
1804 13 2
COMPUTED _ Published
BUDGETARY RESOURCES
A OTHER NEW AUTH. REALIZYD
1B1 New Contract Auth. 000 0.00
1B2 Resppropriation 000 0.00
183 Other Authoxity Q.00 0.00
B_Other New Reakired 0.00 000
B. ANTIC ORDRES REST OF YR
3F Funds Automatic 000 0.00
3E Unfinded 000 0.00
|_3C AniOwlenRestol¥r 000 000
'C. TCTAL REIM AND OTHLR INCOME
3H Funded Autorpatic 459,539,28521 0.00
3G Unfimded 0.00 0.00
rotal Reimb and Othes Income 45PN 000
D. RECOVERY PY OBLIGATIONS :
4A Direct €.00 000
48! Funded (Work and Service) 000 0.00
4B2 Unfinded 000 0.00
4 ActRecov of! 0.00 0.00
E OBLIGATIONS INCURRED )
7A Direct @.1205923%) 0.00
7B Funded (Wock and Services) 45553928521 0.00
7C Unfimded 0.00 .00
|7 Obligations incorved 4570136028 0.00
F TRAVEL & TRANSPORTATION
1A Trvveb-Direct Oblig ow.mcz;' a0
7.1B Travel-Reimb Obg [13..41) 0.00
72A Tozsport. Direc Oblg Qa,.8) 0.00
728 = s 0.0 0.00
G. GROSS UNPD OBLIG 101
11A1 Undelivered Orders 29,497, 78485 N 0.00
" 11A2 Acchs. Pay & AccuLinb 87852603 000
11A3 Adv, Prepay, Refind due Q159.40) 0.00
| _11A Gross Unpd. Oblg 245 46594 __0%
K UNCOLL REIMB ORDERS AS OF 1 OCT
11B1 Reimb. Reocivable 3150384485 .00
1182 Uncamed Reverme Q) 0.00
1183 Unfilled Customer Orders 3%57.14 0.00
p1):3 Uncoll. Reimb. Orders . 1,.300.60 0.00
[ L] ado
a0 0.00
Q00 .00
000 0.00
000 0.00
000 o 0.00
000 0.00
000 0.00
191763238 0.00
566,183.66 . 0.00
1A MP_-x&Anmndl‘ab 245381804 0.00
‘ L ADV. PREPAY & REFUNOS DUE
13431 Adv Pvory Prbic 153401 .00
1222 Ac Prevmy-Gov. 17 .00
13A23 Refunds Vue Public 0.00 0.00
13A34 Refimds Due US Govt 0.0 0.00
J3A3 Adv. Prepey and Reftmd Due 1584401 0.00
M REIMBURSEMENTS RECEIVABLE
1381.) From the Pubbic $I5998 0.00
13812 FromUS Govt 12,111,028 0.00
1381 Reimbursernents Reccivable $2,180 9326 0.00
N UNEARNED REVENUE
13821 Related to Public .00 0.00
€00 0.00
000 0.00
000 006
000 .00
000 000
S8 S
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APPROPRIATION 1804

-#18
{ RECONCILIATION AND ADJUSTED TRIAL BALANCE
1
Appropriation and Sub-Head: 17 1804
Title: Operations & Maintenance Navy (17 1804) BUMED #18
{
STATEMENT OF FINANCIAL POSITION (SOFP)
Assets Amount on
AMOUNTS Applicabl
CFO CFQ Line of .
LINE DESCRIPTION RECONCILIATION AMOUNT DD1176 VARIANCE MEMORANDUM
DD 1176, Line
] 8+9+13. Less : :
ta(1) Fund Balance with Treasury Canceled Year(s) (5.555) <5585 0
DD 1176, Lines
1381.2-13A3.4.
Less Canceled
1a(3) Accounts Receivable Intragovt | Year(s) 40,105 10,610 29495[See Line 1b2
-DD 1176 Line
Advances and Prepayments 13A3.2. Less
1a(5) Intragovt. Canceled Year(s) 0
DD 1176 Line -
1381.1-13A3.3.
Accounts Receivable, Non Less Canceled
1b6QR) Federal Years - (29.495) 0 -29495{See Line 123
-DD 1176 Line
Adh and Prepayments, Non-{13A3.1. Less
1b(5) Federal Canceled Year(s) (16) -16 (4]
DFAS-CUFMO .
1k Property, Plant, and Equipment jData Call 0 .
Sum of Section 1
im Total Entity Assets SOFP 5,039 5,039 0
Reopened Years
Non-Entity: Fund Balance with {Fund Balance with
2a.(1) |Treasury Treasury 0
Non-Entity: Accounts Receivable, {Reopened Years.
2a.(2)  INet Acct Rec 1,502 1.502 0
Non-Entity: | st Receivabl Recgened Years Int.
2a.(3) Net Rec. 0
. Reopened Years .
2a.(4) Non-Entity: Other Other 1] -
Non-Entity: Accounts Receivable, |Recpened Years
2b.(1) Net Acct Rec €9 69 0
Non-Entity: Interest Receivabl Reopened Years Int.
2b.(2)  {Net Rec. 0
Reopened Years
.126.(3)  |Non-Entity: Other Other : 0
Sum of Section 2
2.e. ' |Total Non-Entity Assets SOFP 1,571 1,571 0
Sum of Sections 1
3 Total Assets & 2 of SOFP 6,610 6,610 0
11/19/97  414PM Pagetof4
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APPROPRIATION 1804

-#18
1
Llabilities _
General Guideli The DD 1176 and NC 2232 does not separately break out Ac Payable
and Accrued Liabilities in its separat: nts. H , if you di that some accrued
liabilities shauld be reported on different lines of the CFO stat t a manual adjustment must
be made to the ts payable ne. For ple if Salaries and Wages are being reported as
| its payable then an adj must be made to Accounts Payable Public. d
DD 1176, Line
13A2.2. Less
4a(1) A ts Payable, Govt. Canceled Year(s) 59 59 0
DD 1176 Line
1382.2. Less
4a(4) Other Federal Liabilities Canceled Year(s) 1,571 [+] 1571
0D 1176, Line
: 13A2.1. Less
4b(1) Accounts Payable-Public Canceled Year(s) 659 902 -243
4b{2)(a) |Salaries and Wages Adjust 4b(1) 243 243
4b(2)(®) |Annual Accrued Leave Adjust 4b(1) 0
4b(2)(c) S Pay Adjust 4b(1) o -
-DD 1176 Line
1382.1. Less
4b(7) Other Non-Federal Liabilities Canceled Year(s)
Sum of Section 4 .
4c Total Liabilities SOFP 2,532 2532 0
6| Total Liabi.mies 2,922 2,922
|Net Position
DD 1176, Line
8+9+13A1-1383 {
Less Canceled
7a Unexpended Appropriations Year(s)-7c SOFP 54,466 54,465 0
7> invested Capital SOFP Uine 1k 0
7c Cumulative Resuits of Ops. Line 18 SOO/CNP (50,388) -50.388 0
7d Othet -
7e Future Funding Requl nt (390) -330
. Total Section 7
7t Tota! Net Position SOFP 3,688 3,688 0jAllowance for Bad Debts
18 Total Liabilties and Net Position | Total Assets SOFP 6,610 6,610 ] Alkm;nce for Bad Debts
__1_
STATEMENT OF OPERATIONS AND CHANGES IN NET POSITION (SOO/CNP)
|Revenue
** Accounts which
make up fine 16 on
the DD 1176. Less
Capital Asset
1 Appropriated Capital Used Prog 18,429 18.429 0
Line 3A DD 1176
RSC 1 from the DD
2a Reimbursable Revenue Public 725 0
111997 414 FPM Page20of 4
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APPROPRIATION 1804

-#18
Line 3ADD 1176
RSC other than 1
2b Reimbursable Revenue Govt from the DD 725 459,790 459,790
Sum of Section 1
and 2 a/b,
8 Total Revenue SOO/CNP 478,219 478,219
|Expenses
DD 117€ Line
: 15+14 Less Capital
9. |Program and Operating Expeases jAsset Program 63,817 68,817
Line 3A DD 1176
RSC 1 from the DD
10(a3) Cost of Goods Sold Public 725
Line 3A DD 1176
RSC other than 1
10(b)  |Cost of Goods Sold Govt from the DD 725 459,790 459,790
tine 9+10a+10b
15. Total Expenses’ SOQOICNP §28,607 528,607
Excess (Shortage) of Revenue -
over Total Expenses before
16 Extraordinary item Line 8-15 SOO/CNP| (50.388) -50,388
17 Plus or Minus Extraordinary Items
Excess (Shortage) of R
over Total Expenses after Line 16+/-17
18 E: dinary ltem SOQICNP (50,388) -50,388
Net Pesition, Beginning Balance ;
19. as Previously Stated *** See prior year CFO 28,858 28,858
20, Adjustments
Net Pesition Beginning Balance
21, Restated Line 19+/-20 28,858 28,858
Excess (Shortage) of Revenues i
22 over Expenses Linc 18 SOO/CNP (50,383 -50,388
Plus (Minus) Non Operating
23, Changes 25,218 25218
24. Net éosition. Ending Balance Line 7f SOFP 3,688 3,688
11119/97  4:14PM Page3of4
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APPROPRIATION 1804

-#18
[ FACTS A JUSTED TRIAL BALANCE
| .
Appropriation and Sub-Head: 17 1804
TITLE: . Operations & Maintenance Navy (17 1804) BUMED #18
DoDSGL|Description Classification Debt Credt
1010 Fund Balance with Treasury (5.555)
311 Accts, Rec. Govt. Current++++ |G 41,676
313 Accts. Rec. Public Current N (29.495)
1415 Advances and Prepayment Govt. |G [+]
1414 Advances and Prepayment Pub__|N (16)
1760 Military Equipment [}]
2111 Accts. Payable, Govt. Current G 59
2113 Accts. Payable, Public N 659
2211 Accrued Payroll Civilian N 243
2215 Accrued Funded Ann. Leave N 0
2311 Uneamed Revenue Gowt. Agen. |G 1.571
2312 Unearned Revenus Public N [+
3100 |Appropriated Capital 54,466
3210 invested Capital 0
3310 Cum. Results of Operations [}
5200 Revenue from Services 459,790
5700 Appropriated Capital Used 18,429
6100 Operating/Program Exp 68,817
6500 Cost of Goods Sold 459,790
Total 535,217 535,217
Differencce 0
+++May include reopened years' accounts receivable which are classified as non-entity assets.

11/19/97  414PM Paged4of 4

100



APPENDIX C. STATEMENT OF OPERATIONS & CHANGES
IN NET POSITION FY 97 O&M, N (1804)

1. Appropriated Capital Used . DFAS $0.00
2. Revenues from Sales of Goods & Services
a. To The Public DFAS $0.00
b. Intragovernmental DFAS $0.00

3. Interest and Penalties, Non-Federal DFAS . $0.00

4. Interest, Federal N/A $0.00

5. Taxes . N/A - $0.00

6. Other Revenues & Financing Sources. ’ Data Call ) $246,674.00

7. Less: Taxes & Receipts Transferred to :

the Treasury or Other Agencies DFAS $0.00
8. Total Revenues and Financing Sources TOTAL
EXPENSES '

9. Program or Operating Expenses DFAS $0.00
10. Cost of Goods Sold ) DFAS $0.00
11. Depreciation and Amortization : ) N/A ' $0.00
12. Bad Debts and Writeoffs ‘ DFASIFMO $0.00
13. Interest

a. Federal Financing Bank/Treasury Borrowing - NA $0.00

b. Federal Securities N/A $0.00

c. Other . DFAS $0.00
14. Other Expenses . NA . $0.00
15. Total Expenses : TOTAL

16. Excess (Shortage) of Revenues and
Financing Sources over Total Expenses

Before Extraordinary ltems - TOTAL $0.00
17. Plus (Minus) Extraordinary ltems : Data Call ’ $0.00
18. Excess (Shortage) of Revenues and .
Financing Sources over Total Expenses TOTAL
19. Net Position, Beginning Balance, : .
. as Previously Stated . TOTAL
20. Adjustments : DFAS/FMO $0.00
21. Net Position, Beginning Balance, '
as Restated TOTAL
22. Excess (Shortage) of Revenues and L
Financing Sources over Total Expenses . : TOTAL
23. Plus (Minus) Non-Operating Changes DFAS/FMO $0.00
24. Net Position, Ending Balance TOTAL :

* columns will not total due to exclusion of dfas squit
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APPENDIX D. STATEMENT OF FINANCIAL POSITION

Principal Statements

Nepartment of the Navy
serations & Maintenance Navy (17 1804) BUMED #18
tatement of Financial Position
As of September 30, 1997
(Thousands)

b
~1

ASSETS 1997

1. Entity Assets: : .
a. Transactions with Federal (Intragovemmental) Entities:
(1) Fund Balance with Treasury (Note 2) ($5,555)
(2) Investments, Net (Note 4) .
(3) Accounts Receivable, Net (Note 5) 40,105
(4) Interest Receivable '
(5) Advances and Prepayments
(6) Other Federal (Intragovernmental) (Note 6)
b. Transactions with Non-Federal (Governmental) Entities:
(1) Investments (Note 4)
(2) Accounts Receivable, Net (Note 5) (29,495)
- (3) Credit Program Receivables/ Related
Foreclosed Property, Net (Note 7)
(4) Interest Receivable, Net .
(5) Advances and Prepayments . (16)
(6) Other Non-Federal (Governmental) (Note 6) e
. Cash and Other Monetary Assets (Note 3) . .
. Inventory, Net (Note 8)
Work in Process (Note 9)
Operating Materials/Supplies, Net (Note 10)
. Stockpile Materials, Net (Note 11)
. Seized Property (Note 12)
. Forfeited Property, Net (Note 13)
. Goods Held Under Price Support and
Stabilization Programs, Net (Note 14)
k Propesty. Plant and Equipment, Met (Note 15}
1. Other Entity Assets

B e Ao

ek
N4
\O
N

$344

36,175

1,559

38

m. Total Entity Assets $5,039

$38,123

2. Non-Entity Assets:
a. Transactions With Federal (Intragovernmental) Entities:
(1) Fund Balance with Treasury (Note 2) $0
(2) Accounts Receivable, Net (Note 5) 1,502
(3) Interest Receivable, Net
(4) Other (Note 6)

784

The accompanying notes are an integral part of these statements.

11/19/97 4:06 PM
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Principal Statements

Department of the Navy
'perations & Maintenance Navy (17 1804) BUMED #18
statement of Financial Position
As of September 30, 1997
(Thousands)

ASSETS, Continued -

2. Non-Entity Assets:

b. Transactions With Non-Federal (Governmental) Entities:
(1) Accounts Receivable, Net (Note 5)
(2) Interest Receivable, Net
(3) Other (Note 6) .

¢. Cash and Other Monetary Assets (Note 3)

d. Other Non-Entity Asscts

e. Total Non-Entity Assets

3. Total Assets

LIABILITIES

4. Liabilities Covered by Budgetary Resources:
a. Transactions with Federal (ntragovernmental) Entities:
(1) Accounts Payable
(2) Interest Payable
(3) Debt (Note 16)
(4) Other Federal (Intragovernmental) Liabilities (Note 17)
b. Transactions with Non-Federal (Governmental) Entities:
(1) Accounts Payable
(2) Accrued Payroll and Benefits
‘(@) Salaries and Wages
(b) Annual Accrued Leave
(c) Severance Pay and Separation Allowance
3) Iuterest Payable
(4) Liabilihes for Loan Guarantees (Note 7)
(5) Lease Liabilities (Note 18)
(6) Pensions and Other Actuarial Liabilities (Note 19)
. (7) Other Non-Federal (Governmental) '
Liabilities (Note 17)
c. Total Liabilities Covered by Budgetary Resources:

1997 1,996
$69 $56
$1,571 $340
$6,610 $38,963
$59 $1,337
1,571 847
659 7454
243 237
$2,532 $9,875

The accompanying netes are an integrai part of these staternents.

1111997 4:06 PM
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Principal Statements

Department of the Navy
verations & Maintenance Navy (17 1804) BUMED #18
.atement of Financial Position

As of September 30, 1997
(Yhousands)
LIABILITIES, Continued 1997 1,996

5. Liabilities Not Covered by Budgetary Resources:

a. Transactions with Federal (Intragovernmental) Entities:
(1) Accounts Payable $0
(2) Debt (Note 16)
(3) Other Federal (Intragovemmcntal) Liabilities (Note 17)

b. Transactions with Non-Federa! (Governmental) Entities:
(1) Accounts Payable
(2) Debt (Note 16)
(3) Lease Liabiities (Note 18)
(4) Pensions and Other Actuarial Liabilities (Note 19)

(5) Other Non-Federal (Governmental) Liabilities (Note 17) . 390 -230
¢c. Total Liabilities Not Covered By Budgetary Resources $390 $230
6. Total Liabilities $2,922 $10,105
NET POSITION (Note 20)
7. Balances:
a. Unexpended Appropnauons . L ) * $54,466 (525,129
b. Invested Capital _ )
- ¢. Cumulative Results of Operations (50,388) | 54217
d. Other
e. Future Funding Requirements (390) (230)
f. Total Net Position - $3,688 $28,858
8. Total Liabilities and Net Position $6,610 ) $38,963

The accompanying notes are an integral part of these statements.

11/19/97 4:06 PM

105



Principal Statements

Department of the Navy
erations & Maintenance Navy (17 1804) BUMED #18
tement of Operations and Changes in Net Position
For the Period Ended September 30, 1997

. 1997 1996
REVENUES AND FINANCING SOURCES

1. Appropriated Capital Used $18,429 . $7,049
2. Revenues from Sales of Goods and Services

a. To the Public

b. Intragovernmental 459,790 411,103
Interest and Penalties, Non-Federal

Interest. Federal

Taxes (Note 21)

Other Revenues and Financing Sources (Note 22)
Less: Taxes and Receipts Transferred to

the Treasury or Other Agencics

8. Total Revenues and Financing Sources $478,219 $418,152

N w

EXPENSES
- 9. Program or Operating Expenses (Note 23) $68,817 ($47,167)
10. Cost of Goods Sold (Note 24) Co
a. To the Public
b. Intragovernmental 459,790 411,103
. Depreciation and Amortization : _ :
.2. Bad Debts and Writeoffs
13. Interest
a. Federa! Financing Bank/Treasury Borrowing
b. Federal Securities '
c. Other
14. Other Expenses (Note 25) . .
15. Total Expenses ' $528,607 $363,936

156. Excess (Shortage) of Revenues and

Financing Sources Over Total Expenses

Before Extraordinary Items ~ (50,388) ] 54,217
17. Plus (Minus) Extraordinary Items (Note 26) .
18. Excess (Shortage) of Revenues and .
Financing Sources Over Total Expenses ($50,388) ) $54,217

The accompanying unotes are an integral part of these statements.

111987 4:06 PM
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Department of the Navy
‘perations & Maintenance Navy (17 1804) BUMED #18
tatement of Operations and Changes in Net Position
For the Period Ended September 30, 1997

EXPENSES, Continued

19. Net Position, Beginning Balance, as Previously Stated
20. Adjustments (Note 27)

21. Net Position, Beginning Balance, as Restated

22. Excess (Shortage) of Revenues and

" Financing Sources Over Total Expenses

23. Plus (Minus) Non Operating Changes (Note 28)

24. Net Position, Ending Balance

Principal Statements

1997 1996
$28,858 (525,129)
$28,858 (825,129)
(50,388) 54217
25218 (230),
$3,688 $28,858

The accompanying nctes are an integral part of these statements.

11719197 4:.06 PM
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“APPENDIX E. NOTES TO FINANCIAL STATEMENTS

Appropriation Title:

Note 2. Fund Balances with Treasury

A Business Operations Fund (USD(C)) and All Other Funds and Accounts:

Entity Assets

Operations & Maintenance Navy (17 1804) BUMED #18

Trust
Funds

Revolv-
ing
Funds

Appro-
priated
Funds

Other
Fund
Types Total

Unobligated Balance Available:
Available
Restricted
Reserve For Anticipated Resources
Obligated (but not expensed)
Unfunded Contract Authority
Unused Borrowing Authority

$0
0

(55,548)

-55548

Treasury Balance $C

$0

(855,548)

$0 ($55,548)

B. Business Operations Fund Activitics Below (USD(C)) Level:

Entity Assets

Funds
(\ 11, A

Funds
Disbursed

Beginning Balance

Transfers of Cash to Others
Transfers of Cash from Others
Funds Collected .
Funds Disbursed

Ending Balance . $0

$0

C. All Funds and Accounts:

Non-Entity Asscts

Funds
Collected

Fuads

Dist q

Beginning Balance
Funds Collected
Tunds Dishurszd

Ending Balance , 30

S0

D. Other Information:

Note 3. Cash and Other Monetary Assets: Not Applicable

Note 4. Investments, Net: Not Applicable

Note 8. Accounts Receivable, Net:

(0}
Allowance
Amount
Due

@

Allowance

'ForEsﬁmateA
Uncollectibles

A. Entity Receivables:
Intragovernmental $40,105

Srsrimesie! (629.456)

3)

Method
Used

@

Amount
Due

$0

109

$40,105
($29,496)



Appropriation Title: Operations & Maintenance Navy (17 1804) BUMED #18

B. Non-Entity Receivables:
Intragovernmental $1,502 $1,502
Governmental $69 ' $69

C. Other Information:

Note 6. Other Federal (Intragovernmental): Not Applicable

Note 7. Credit Program Receivables/Related Foreclosed Property, Net: Not Applicable
Note 8. Inventory, Net: Not Applicable

Note 9. Work in Process: Not Applicable

Note 10: Operating Materials/Supplies, Net: Not Applimblc .

Note 11:_Stockpile Materials, Net: Not Applicable

Note 12. Seized Property: Not Applicable

Note 13. Forfeited Property, Net: Not Applicable

Note 14. Goods Held Under Price Support and Stabilization Programs, Net: Not Applicable
Note 15. Property, Plan'g and Equipment, Net: Not Applicable

Not216. Deht:  Not Applicable

Note 17. Other Liabilities

A. Other Liabilities Covered by Budgetary Resources:

Non-Current Current
Liability Liability Total
1. Intragovermental
(1) Cancelled Budget Authority $1,571 $1,571
)
G
Total $1,571 $0 $1,571
Non-Current Current
Liability ° Liability Total
2. Governmental '
(1) Unearned Revenue $0
()
€ I
Total S0 S0 $0
111997 406 PM
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Appropriation Title:

B. Other Information:
C. Other Liabilities Not Covered by Budgetary Resources:

Non-Current Current
Liability Liability

Total

1. Intragovermental .

(1) Cancelled Budget Authority $0
)
@3)

$0

$0

Totai $0 $0

Non-Current Current

Total

Liability Liability
2. Governmental :
(1) Unused Annua’ Leave ) $390
- (2)
@3)

$390

Total $390 $0

$390

D. Other Information:

Note 18. Lease Liabilities: Not Applicable

Note 19, Pension and Other Actuarial Liabilities: Not Applicable

Note 20. Net Position :
Revolving < Trust
Funds Funds

Appropriated
Funds

Operations & Maintenance Navy (17 1804) BUMED #18

Total

A. Unexpended
Appropriations:
(1)Unobligated,

a. Available
b. Unavailable
(2)Undclivered Orders

. Invested Capital

. Cumulative Results

of Operations

. Other

. Future Funding
Requirements

mo O™

$0

0
54,466
!)

(50,388)
0

(390)

$0

$0
54,466
G

(50,388)
0

(3%0)

F. Total $0 $0

$3,688

$3,688

‘G. Other Information:

Note 21. Tazes: Not Applicable
Note 22. Other Revenues and Financing Sources: Not Applicable
Note 23. Program or Operating Expenses

A. Operating Expenses by Object Classification:
(DoD SGL 6111) Personnel Compensation-Civilian
(DoD SGL 6112) Personnel Compensation-Military

" m;PgR%}L 6113) Personnel Benefits-Civilian

111

1997

1996

$8,561
1,332

(86,646)




Appropriation Title:

(DoD SGL 6115) Personnel BeneSts-Former Personnel
(DoD SGL 6114) Personnel Benefits-Military -
(DoD SGL 6116) Travel and Transportation of Persons
(DoD SGL 6117) Travel and Transportation of Things
{DoD SGL 6118) Rental, Communication and Utilities
(DoD SGL 6119) Printing and Reproduction
(DoD SGL 6120) Contractual Services
(DoD SGL 6121) Supplics and Materials
(DoD SGL 6122) Equipment not Capitalized
(DoD SGL 6123) Grants, Subsidies and Contributions
(DoD SGL 6124) Insurance Claims and Indemnities
(6120) Other (describe):
(a) Purchased Services - Other
(b),
(c),
(11) Total Expenses by Object Class

B. Operating Expenses by Program:
O]
)]
(3)
(4) Unallocated Expense

Totals

C. Other Information:

Note 24. Cost of Goods Sold

A. Cost of Services Sold:
(1) Beginning Work-in-Process
(2) Plus: Operating Expenses
(3) Minus: Ending Work-in-Process
(4) Minus: Completed Work for Activity Retention
Caost of Services Sold

Operations & Maintenance Navy (17 1804) BUMED #18

B. Cost of Goods Sold from Inventory (using Latest Acquisition Cost):

(1) Beginning Inventory - LA.C.

(2) Less: Beginning Allowance for Unrealized Holding Gains (Losses)

(3) Plus: Purchases at Cost :
(4) Plus: Custoraer Retums - Credit Given

(5) Plus: DLR Exchange Credits

(6) Less: Inventory Losses Realized

(7) Less: Ending Inventory - LAC.

(8) Plus: Ending Allowance for Unrealized Holding Gains (Losses)

(9) Less: Equity Transfers of Inventory to Others
(10) Plus: Equity Transfers of Inventory from Others
(11) Equals: Cost of Goods Sold from Inventory

C. Cost of Goods Sold from Inventory (using Historical Cost):

(1) Beginning Inventory
(a) Plus: Purchases at Cost
(b) Plus: Inventory Gains
(¢) Minus: Iuventory Losses
. (2) Less: Ending Inventory
Cost of Goods Sold

Note 25. Other Expenses: Not Applicable

Dlate26.c Extra Ordinary Items: Not Applicable

944 (1,443)
1212
3,079 (2,061)
120 (80)
43,029 (36,937)
10,505
$68,817 (547,167)
1997 1996
$0 $0
1997 1996 °
$459,790 $411,103
$459,790 $411,103
$0 $0
$0 $0

112



Appropriation Title: Operations & Maintenance Navy (17 1804) BUMED #18

Note 27. Adjustments: Not Applicable

Note 28. Non-Operating Changs (Transfers and Donations)

1997 1996

A. Increases:

(1) Transfers-In:
(a) :
(b)
"

(2) Unexpended Appropriations

(3) Donations Reccived

(4) Other Increases 25,218

(5) Total Increases e $25,218 $0

B. Decreases:
(1) Transfers-Out:
(a)
(®)
(<)
(2) Donations
(3) Other Decreases

(4) Total Decreases ) $0 S0

C. Net Non-Operating Changes (Transfers): $25218 so

D. Other Information:

Note 29. Interfund Eliminations: Not Applicable

Note 30. Contingencies: Not Applicable

1171987 4:06 PM
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Note 2. Fund Balances with Treasury

A. Business Operations Fund (USD(C)) and All Other Funds and Accounts:

Unobligated Balance Available:
Availabls
Restricted

Reserve For Anticipated Resources

Obligated (but not expensed)
Unfunded Contract Authority
Unused Borrowing Authority
. Treasury Balance

Appropriation Title:

Operations & Maintenance Navy (17 1804) LANTFLT #60

B. Business Operations Fund Activities Below (USD(C)) Level:

Beginning Balance

Transfers of Cash to Others
Transfers of Cash from Others
Funds Collected

Funds Disbursed

Ending Balance

C. All Funds and Accounts:

Beginning Balance
Funds Collected
Furds Disbursed
Ending Balance

D. Other Information:

Entity Assets
Revolv- Appro- Other
Trust ing priated Fund
Funds Funds Funds Types Total
$0 $0
0 0
2,628,388 2628388
" $0 $0 $2,628,388 $0 $2,628,388 ,
Entity Assats
Funds Funds .
Collected Disbursed
$0 $0
Non-Entity Assets
Funds Funds
Collected Disbursed
$0 $0

Note 3. Cash and Other Monetary Assets: Not Applicable

" Note 4. Investments. Net: Not Applicable

111857 S48PM
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Appropriation Title: Operations & Maintenance Navy (17 1804) LANTFLT #60

Note S._Accounts Receivable, Net:

(1) 2 (©)] “
Allowance Allowance
Amount For Estimated Method Amount
Due Uncollectibles Used Due
A. Entity Receivables:
Intragovernmental $121,252 $121,252
Governmental .($3,143) $0 ($3,143)
B. Non-Entity Receivables:
Intragovernmental $3,114 $3,114
Govemnmental $300 $300
C. Other Information:
Note 6. Other Federal (Intragovernmental): Not Applicable .
Note 7. Credit Program Receivables/Related Foreclosed Property, Net: Not Applicable
Note 8. Inventory, Net: Not Ap;;licable
Note 9. Work in Process: Not Applicable )
Note 10: Operating Materials/Supplies, Net: Not Applicable
Note 11: Stockpile Materials, Net: Not Applicable
Note 12. Seized Property: Not Applicable
Note 13. Forfeited Property, Net: Not Applicable
Note 14. Goods Held Under Price Support and Stabilization Programs, Net: Not Applicable
Note 15. Property, Plant, and Equipment, Net: Not Applic;ble
(O] 2) 3) @) (5)
Depreci- Net
ation Service Acquisition Accumulated Book
! Method Life Value Depreciation Value
Classes of Fixed Assets
’
A Land
B. Structures, Facilities,
&1 hold Impr
C. Military Equipment S0 $0
D. ADP Software
E. Equipment 5,062 5,062
1171557 348 PM
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Appropriation Title:

F. Assets Under Capital
Lease '

Operations & Maintenance Navy (17 1804) LANTFLT #60

C. Other

H. Natural Resources

L Construction-in-Progress

Total

*Keys:

Depreciation Methods
SL - Straight Line

* DD - Double-Declining Balance
SY - Sum of the Years' Digits
IN - Interest (sinking fund)
PR - Production (activity or use method)
OT - Other (describe)

Note 16. Debt: Not Applicable

111987 348 PM

$5,062 $0

$5,062

Range of Service Life
1105 years
610 10 years
11 tc 20 years
Over 20 years
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Appropriation Title: Operations & Maintenance Navy (17 1804) LANTFLT #60

Note 17. Other Liabilities

A Other Liabilities Covered by Budgetary Resources:

Non-Current Current
Liability Liability Total
1. Intragovermental
(1) Cancelled Budget Authority $3,414 $3,414
)
[€) I
Total $3414 $0 $3,414
Non-Current Current
Liability ) " Liability Total
2. Governmental .
. (1) Uneamned Revenue ‘ (8422) ($422)
(2)
G
Total $0 (8422) ($422)

B. Other Information:

C. Other Liabilities Not Covered by Budgetary Resources:

Non-Current Current
Liability Liability Total
1. Intragovermental
(1) Cancelled Budget Authority $0 S0
@) : -
&) .
Total $0 $0 $0
Non-Current Current .
. Liability Liability Total
2. Governmental
(1) Unused Annual Leave $26,493 $26,493
), ’
3)
Tetal 326,493 <0 $26,493

D. Other Information:

Note 18. Lease Liabilities: Not Applicable

Note 19. Pension and Other Actuarial Liabilities: Not Applicaf:le

1171987 348 PM
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Appropriation Title: Operations & Maintenance Navy (17 1804) LANTFLT #60
Note 20. Net Position
Revolving Trust Appropriated
Funds Funds Funds Total
A. Unexpended
Appropriations:
(1)Unobligated,
2. Available $0 $0
b. Unavailable 0 $0
(2)Undelivered Orders 2,600,420 2,600,420
B. Invested Capital 5,062 5,062
C. Cumulative Results
of Operations (143,500) (143,500)
D. Other 0 0
E. Future Funding
Reguirements . (26,493) (26,493)
F. Total $0 $0 $2,435,489 $2,435,489
G. Other Information:
Note 21. Taxes: Not Applicable
Note 22. Other Revenues and Financing Sources: Not Applicable
Note 23. Program or Operating Expenses
1997 1996
A. Operating Expenses by Object Classification: >
(DoD) SGL 6111) Personnel Compensation-Civilian $555,181 $558,114
{DoD SGL 6112) Personnel Compensation-Military 86,361 :
(DoD SGL 6113) Personnel Benefits-Civilian 2,285
(DoD SGL 6115) Personnel Benefits-Former Personnel
(DoD SGL 6114) Personnc! Benefits-Military '
(DoD SGL 6116) Trave! and Transportation of Persons 61,230 121,209
(DoD SGL 6117) Travel and Transportation of Things 78,593
(DoD SGL 6118) Rental, Communication and Utilities 199,682 173,098
(DD SGL 6119) Printing and Reproduction 7,768 6,734
(DoD SGI. 6120) Contractuel Servicss 2.790.526 3,101,929
(DoD SGL 6121) Supplies and Materials 681,296
(DoD SGL 6122) Equipment not Capitalized
(DoD SGL 6123) Grants, Subsidies and Contributions
(DoD SGL'6124) Insurance Claims and Indemnities
( 6120) Other (describe): :
(s Purchased Services - Other
(
(c) :
- (11) Total Expenscs by Object Class $4,462,922 $3,961,064
1997 1996
B. Uperating Expenses by Program:
m
)
3
(4) Unatlocated Expense
“Totals $0 $0

C. Other Information:

Not; 24, ggst of Goods Sold
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